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Smooth 


At play, down the fairway . . . wide, soft 
Terra-Tires by Goodyear cushion the golfer’s 
ride... leave no tracks to mar the velvet green 
of championship courses. 

At work, in the rough... the high flotation, 
low ground pressure Terra-Tires, made in a 
wide range of sizes and tread design, enable 
all types of heavy special-duty vehicles to 
travel over any rough terrain. With the aid 








going for any course 


of Terra-Tires, even light aircraft can land 
in a pasture and massive construction equip- 
ment can be moved through roadless swamps. 

Terra-Tires are but one example of many 
special-purpose items developed by the 
Goodyear Aviation Products Division. This 
Division is just a part of a world-wide network 
of Goodyear facilities making and selling 
hundreds of different products. 
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Cover Picture . . . Birmingham, Ala., from 
Red Mountain. Birmingham was host to the 
Second Southern Trust Conference, reported 
in this issue. The long and creditable his- 
tory of trust business in the South has 
reached a new chapter in recent years. In 
addition to the steady development of deep- 
rooted families and businesses, many indus- 
tries of national scope have established fac- 
tories, research centers or assembly units, 
power systems have extended their vast 
networks, and a growing number of sub- 
stantial people are moving to the area 
for permanent residence. Personal trusts, 
estates, charitable foundations and em- 
ployee benefit funds have shown rapid in- 
crease. Between 1952 and 1957 aggregate 
trust assets and trust department gross 
earnings for national banks in the 12 states 
represented by the Conference nearly dou- 
bled, rising respectively from $3.2 to $6 
billion and from $10.3 to $20.5 million. 
Photo by Louis C. Williams 
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CORRESPONDENCE 


No Interest in Regulations 


Only five people appeared on May 7 
at the public hearing on the Proposed 
Regulations under the so-called Pseudo 
Corporation provisions of the 1958 Tech- 
nical Amendments Act. [Ed. Note: see 
writer’s article in April T&E.] Wide pub- 
licity had been given to the Proposed 
Regulations and the hearing date. Num- 
erous articles had been written and ad- 
dresses been delivered throughout the 
country. Yet, the entire hearing con- 
sumed less than an hour. 

I was particularly interested in Sec. 
1.1371-l(e) of the Proposed Regula- 
tions, which provides inter alia: —‘“The 
word ‘trust’ as used in this paragraph 
includes *** voting trust.” In my opin- 
ion this is an unwarranted and incorrect 
interpretation of the statute. It seriously 
adversely affected one of my clients. For 
this reason, I had written a letter to the 
Commissioner setting forth my views, 
and appeared personally at the hearing. 

Of the* other four individuals who 
spoke at the hearing, one discussed tim- 
ber and coal royalties, three objected to 
those parts of the Proposed Regulations 
providing that an electing small business 
corporation could lose its right to be 
taxed as such if it contemplates liquida- 
tion in the near future. 

To me, it is was unspeakably shocking 
that the public manifested such negli- 
gible interest in so new and vital a field 
of taxation. It made me feel that if we 
get bad Regulations, we deserve them. 


Moses W. Rosenfeld 
Blades & Rosenfeld 


Baltimore 


Council Uses T&E for Program 


Our Southern Arizona Estate Plan- 
ning Council is trying out a plan of hav- 
ing a report made at each meeting on a 
recent article from your magazine. These 
reports are one small way to try to keep 
our members up to date on current de- 
velopments. My report (at the May meet- 
ing) was on the article by Mr. Weed on 
the changes in the rules concerning the 
valuation of closely held stock, appear- 
ing in the April issue. Normally, the ar- 
ticles are ones which are not too lengthy 
and can be covered in a ten to fifteen 
minute report. The discussion period is 
reserved for the subject covered by the 
main speaker. 


This is an experiment; however, judg- 
ing from the initial response, I feel sure 
it will be continued. Our meetings will 


(Continued on page 633) 
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when you need... 





¢ Stock transfer and dividend disbursing agent 
e Registrar or co-registrar 
¢ Bond and coupon paying agent 


¢ Depositary under syndicate and reorganization agreements 





e Custodian of securities 


e Agent for the handling of securities 


Write, use the Bank Wire or phone FRanklin 2-7400 
for complete information. No obligation. 





TRUST DEPARTMENT 


CITY NATIONAL BANK 


AND TRUST COMPANY of Chicago... 
208 SOUTH LA SALLE STREET 
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BOLD NEW CONCEPTS IN RESEARCH and man- 
agement practices in developing means of 
multi-dimensional movement of men and ma- 
terials mark the progress of General Dy- 
namics Corporation, this nation's most 
versatile defense source. The company's 
capabilities in many fields augur well for 
later translation into commercial applica- 
tions. (Seminar report at page 556.) 


VARIABLE ANNUITY LEGISLATION sponsored 
by the Prudential Insurance Co. has final- 
ly been approved by the New Jersey legis- 
lature after a five-year battle. The State 
Commissioner will formulate regulations 
and Pru will then submit its product for 
approval by Trenton and S.E.C. (See p. 585. ) 


"SLOW INFLATION MUST BE EXPECTED to con- 
tinue more or less indefinitely" Says econ- 
omist Prof. Sumner Slichter. To paraphrase 
Gilbert and Sullivan: "The savers' lot is 
not a happy one," for even a 2-3% annual 
depreciation in purchasing power would cut 
more than 50% of the dollar's value in 
twenty-five years. Union wage increases 
were cited as one of the main causes, 
where they outrun productivity increases. 
According to press reports of his address 
to the American Assembly on May 2nd, such 
creeping inflation is unlikely to cause a 
flight from the dollar. Others are puzzled 
aS to what better name could be applied to 
the continuing gold outflow. In the New 
York Times of May 3rd, Prof. Jules Back- 
man of New York University takes exception 
with those who advocate "a little infla- 
tion" as harmless or even indispensable to 
€conomic growth. Facts he cites do not 
Support such claims but rather that it 
Causes cyclical unemployment. One may as 
well assert that paying a higher price for 
the same gas will enable an auto to go 
faster and further. But to be realistic, 
eState and investment counselors had best 
take the "creep" into consideration, by 
avoiding undue restrictions upon use of 


"income only" for intended beneficiaries of 
trust funds. 
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AN 11-POINT PROGRAM FOR RELATIONS BE- 
TWEEN THE BAR AND TRUST INSTITUTIONS was 
offered at the Southern Trust Conference 
as the result of a survey of lawyers on 
the various areas of potential or actual 
controversy. Keyed to the theme of what is 
best for the mutual client-customers, the 
principles outlined by the speaker (at 
p.- 546) may well serve as a guide fora 
fresh look at this question throughout the 
country. Report of Conference proceedings 
Starts at p. 542. 


LIFE TENANTS ARE ON THE SHORT END of the 
Stick where a substantial portion of the 
trust's portfolio is invested at the low 
Stock yields recently prevailing — and 
probably due to continue for some time — 
unless the instrument provides for some 
compensatory use of principal. Current 
market conditions point up again the inm- 
portance of avoiding strait-jacket confine- 
ment to “income only" where the life ten- 
ant is intended to be the primary bene- 
ficiary. Fortunately there is some offset 
available from the higher bond yields now 
obtaining, but this cannot be relied on to 
continue, and it may save much future dif- 
ficulty or even hardship to review wills 
and living trusts where adequate flexibil- 
ity is not provided. In view of the grow- 
ing corporate use of stock dividends such 
review may also be desirable to assure 
clarification and avoid cumbersome alloca- 
tion problems. Old, rigid concepts of in- 
come and principal are very often out of 
Step with modern and prospective condi- 
tions and the life tenant's position is 
aggravated where the stock market looks 
more to capital gains than to yield. (See 
also p. 617.) 


PROSPECTS FOR ENACTMENT OF SELF-EM- 
PLOYED tax deferral legislation during the 
86th Congress are believed to be greatly 
enhanced by introduction of a bill by Sen- 
ator Smathers of Florida, member of the 
Finance Committee. Similar to the Keogh- 
Simpson measure passed by the House, the 
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Smathers proposal would, however, make the 
law effective in 1961, a delay which, it 
is felt, will minimize objections of some 
Senators based on revenue loss. (What one 
bank is doing in anticipation of enactment 
is described at p. 534). 


CONCENTRATED EQUITY HOLDINGS OF PRIVATE 
PENSION FUNDS are unlikely to exert influ- 
ence upon managements or otherwise domi- 
nate the national economy, says a Study by 
Robert Tilove of Martin E. Segal & Co., 
New York City benefit plan consultants, 
prepared for the Fund for the Republic. A 
discussion of this important report will 
appear in Hilary Seal's "Pension Digest" 
in the July issue. 


MICHIGAN'S POLITICAL "TRUSTEES": To meet 
current State expenses — including the 
payroll of its legislators — the Demo- 
cratic members proposed to mortgage the 
$43 million Veterans' Trust Fund, when the 
exchequer went "broke," and borrowing 
power had been exhausted. This indefensi- 
ble breach of fiduciary responsibility was 
Stopped by insertion of a Republican- 
Sponsored rider to raise the sales tax 
from 3% to 4%. The explanation for this 
great state's financial plight was naively 
attributed by Gov. Williams and his aids 
to the legislature's failure to levy 
enough taxes, and they proposed a boost 
in some taxes and adoption of a new cor- 
porate and personal income tax. Having 
exhausted the ability to live off the 
future by borrowing, these "representa- 
tives of the people" thus sought to live 
off the trust funds built up in the past. 


THE PREFERRED STOCK SEGMENT in the hold- 
ings of 300 Common Trust Funds as of the 
valuation date nearest the 1958 year-end 
aggregated $221,700,000 — approximately 
11% of the total combined portfolio of 
$1,969,000,000. Equities amounted to $1,- 
269,000,000, the remainder being chiefly 
in bonds. Among the 184 discretionary-type 
funds, preferred stocks represented 8.1% 
of total portfolio, compared with 15.4% 
among 62 restricted type funds. (p. 568.) 


TRUSTEED PENSION ASSETS OF $22 BILLION 
at the 1958 year-end topped for the first 
time total book assets of the Government 
Old Age and Survivors Insurance Fund, as 
Shown by the latest SEC survey. Growth for 
the year was 14%, and 43% of net receipts 
was invested in equities. (Details at p. 
561. ) 


JOHN FOSTER DULLES' WILL reflected in 
small measure the principle to which he 


528 





dedicated his life, with a bequest to the 
National Council of Churches "to promote 
world order and international good will." 
The residue of the estate after bequests 
of some $235,000 is left in trust for Mrs, 
Dulles' benefit, with a bank and one of 
the partners in the late Secretary of 
State's former law firm. (Details of will 
at p. 630.) 


WHOLESALE REFORM OF THE FEDERAL TAX 
SYSTEM will be undertaken by the House 
Ways and Means Committee, with hearings 
opening on November 2. Chairman Mills in- 
dicates that the first objective will be 
reduction of rates without impairing 
necessary revenues, with overall goals a 
more eaSily administered law and greater 
equality in the incidence of the tax 
burden. 


ILLINOIS REMAINS THE ONLY STATE which 
has not adopted a gift-to-minors law — 
either the Uniform Act or the earlier 
Model Act. With this year's enactment of 
the former by Iowa, Maine, Oregon, New 
York (substituting for the Model Act) and 
Washington,there are now 38 states, plus 
Hawaii, that permit simplified transfers 
of money or securities for the benefit of 
minors, while 11 other jurisdictions, in- 
cluding the District of Columbia, have the 
Model Act which is limited to transfers of 
securities. Failure of the idea in I1lli- 
nois is attributable to strong opposition 
by local bar associations which contend 
there are traps for the unwary. 


ANOTHER 125,000 EMPLOYEES WERE QUALIFIED 
UNDER BENEFIT PLANS during the first quar- 
ter of this year. The Internal Revenue 
Service reports approval, for tax pur- 
poses, of 824 profit-sharing plans cover- 
ing 29,333 employes, 982 pension or an- 
nuity plans (95,008) and 6 stock bonus 
plans (519). 


ALL DOUBT AS TO TAX STATUS OF PREMIUMS 
for insurance on lives of employee-stock- 
holders has now been settled by the In- 
ternal Revenue Service. Under a new ruling 
the Service will follow the widely dis- 
cussed decisions in the Casale, Prunier 
and Sanders cases, to this effect: where 
a corporation takes out insurance on the 
life of a stockholder, proceeds to be used 
to purchase his shares at death, the pre- 
miums are not deemed income to the stock- 
holder, even though the latter has the 
rights to name the beneficiary, provided 
the beneficiary's right to the proceeds is 
contingent on the transfer of the stock to 
the corporation. 
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When an able investor first buys stock in a 
+ company, he is apt to be very close to it. Its 
ea r | Ss h aa b | eC earnings, competitive situation, research 


activities, and character of management are 
factors of great importance to him and 

he reaches out for every bit of information 
he can acquire. 





But with the passage of months or years, it is 
not unusual for other matters to absorb his 
major attention. His “stake” in the enterprise 
continues but new facts are overlooked, or 
outweighed by past impressions. And as the 
facts change, his investment may be endangered. 


We work constantly to extend our knowledge 
of each company whose securities are owned 
by our customers. That is why our Investment 
Management service can be important to you. 


Unmtep States Trust Company 
or New York 





Program for Annual Meeting 


Section of 


REAL PROPERTY, PROBATE AND TRUST LAW 


American Bar Association 


Americana Hotel, Miami Beach; August 24-25 
Aug. 24—2:00 P.M. 

“Informal Administration of Estates” — Charles A. Woods, Jr., 
Pittsburgh. 

“Estate Accounting Problems Involving Stock Distributions — Ap- 
portionment between Principal and Income of Stock Dividends” 
— Russell D. Niles, New York. 

“Accountability of Personal Representative and Trustee with Re- 
spect to Retention or Sale of Apportionable Securities” — Alli- 
son Dunham, Chicago. 

“Problems of the Florida Resident Choosing a Foreign Forum for 
Probate and Estate Administration”—Norman Stallings, Tampa. 

Panel Discussion: “Estate Administrative Costs; Problems Arising 
From Choosing Foreign Forum for Administration” — Frank B. 
Dowling, County Judge, Dade County, Fla.; William A. Lane, 
Miami and Mr. Stallings. 


Aug. 25—9:30 A.M. 


“Continued Growth of Doctrine of Erie Railroad v. Tompkins and 
Supremacy of State Property Laws” — Earl Q. Kullman, New 
York. 

“Preparation for Trial in Condemnation Proceedings” — Partici- 
pants: Robert H. Frazier, Greensboro, N. C.; Hodge L. Dolle, 
Los Angeles; Herbert Johnson, Atlanta; Herbert S. Sawyer, 
Miami; Joseph A. McLean, Tampa; William A. Jones, Jr., Jack- 


sonville. 


Aug. 25—2:00 P.M. 

“Drafting Wills & Trusts, Tax-Wise & Otherwise” — Christian M. 
Lauritzen II, Chicago. 

“Tax-Wise Drafting of Trustees Powers” — William P. Cantwell, 
Denver. 

“Problems in Drafting an Insurance Trust Including Pour-Over 
Wills” — G. Van Velsor Wolf, Baltimore. 

“Pour-Over Wills & The Statutory Blessing” — Alan N. Polasky, 
Ann Arbor, Mich. 

“Simplification of Income Taxation of Trusts & Estates” — William 


P. Sutter, Chicago. 
Aug. 25—7:00 P.M. 


Reception and Dinner Dance (including floor show) at Eden Roc 


Hotel. 
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PERSONAL AFFAIRS MONTH KNOCKS 
AT NEW YORK 


FOREIGN BUSINESS AND PENSION PLANS 


Companies with pension plans cover- 





The first step toward a Personal Af- 
fairs Month in New York City (see 
May, p. 438) was taken on May 21 when 
Horace E. DeLisser, founder and presi- 
dent of the Personal Affairs Institute of 
America, addressed a luncheon meeting 
of the New York Rotary Club under the 
sponsorship of the Club’s Public Affairs 
Better Citizenship Committee. Mr. De- 
Lisser emphasized the importance of a 
periodic estate check-up, taking the audi- 
ence through the dozen points of the 
check list developed by the Institute. 
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ing overseas employees may integrate 
their pension plan with foreign social 
security and still qualify the plan under 
the Internal Revenue Code, provided the 
total benefits comprise an integrated, 
correlated system satisfying the qualifi- 
cation requirements. This affirmation was 
made by Isidore Goodman, Chief of the 
Pension Trust Branch, IRS, at a recent 
meeting of the American Management 
Association. There are, however, no in- 
tegration criteria so that each case must 
be presented on its own facts. 


A.I.B. Elects New Officers 
Some 1,400 delegates to the 5/th 


Annual Convention of the American 
Institute of Banking gathered in Phila- 
delphia June 1st for a five day program, 
They represented more than 150,000 
members of the world’s largest adult 
educational institution. 

The newly elected president of the 
A.I.B. is Ralph H. Mittendorff, vice 
president of American Security & Trust 
Co., Washington, D. C. The new vice 
president is Milton F. Darr, Jr., who is 
vice president of La Salle National 
Bank, Chicago. 

The 1960 convention will be held in 
Boston, May 30-June 3, with head. 





Newly elected A.I.B. President Ralph H. 
Mittendorff, left, presents to Fred M. Mace- 
Donald the Harold Stonier Award, given 
annually to the student attaining the high- 


est average grades in earning the ALB. [ 


Graduate Certificate. Mr. MacDonald _ is 
assistant trust officer in the Yakima branch 
of National Bank of Commerce of Seattle. 


quarters at the Statler Hotel. Harold E. 
Randall, vice president and comptroller 


of First National Bank of Boston. has F 
been named general chairman of the : 


Boston Convention Committee. 


a 2&2 & 


Connecticut Trust Conference 
Hears Casner 

Professor A. James Casner of the 

Harvard Law School was the featured 

speaker at the morning session of the 


annual Trust Conference of the Con- 1 
necticut Bankers Association held in | 


Cheshire, May 20. He discussed “Estate 


Planning—Significance of Selected Pro- 
visions in Final Federal Estate Tax 
Regulations.” Each bank was permitted 
to invite lawyers as guests in order that 
a representative group of Connecticut 
attorneys might hear Professor Casner’s 
remarks. 

In the afternoon five simultaneous 
Workshop groups discussed the pro 
fessor’s conclusions and other matters 
related to estate planning. 
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FOREIGN OPERATIONS OF U.S. CORPORATIONS 


A Compendium of Excerpts from Annual Reports of 
Manufacturers with Foreign Plants or Investments 


AUGHT BETWEEN RISING COSTS OF 
feraten and a swelling tide of 
high-quality, competively-priced imports, 
many segments of American industry 
have been hard pressed to maintain their 
markets, let alone expand them. And ex- 
pansion becomes more and more essen- 
tial as the ratio of profits to sales de- 
clines, not only to spread costs over a 
larger volume but also to take fuller ad- 
vantage of automated production econo- 
mies. The great modern “machine shops” 
— particulary of Europe and Japan — 
constitute a challenge that few manufac- 
turers can afford to overlook, and more 
and more cannot afford to meet on their 
own terms in Free World markets. 

The “trade war” which Russia pro- 
mises to wage with increasing tempo is 
another new threat which must be met 
but it will not be successfully countered 
if labor, management or government by 
its tax-cost inflation prices American 
goods out of domestic and foreign mar- 
kets. The existence of an economically 
(and therefore politically) strong Eur- 
ope, as well as America, is perhaps the 
greatest buffer to the spread of Com- 
munism, and merits the support of all 
Free World workers. But it does pose 
wage and price problems. 

Thus it is the more significant to note 
what U. S. companies are doing not only 
to protect their employees and investors 
but to take advantage of the new oppor- 
tunities which have such potential for 
growth, as the Common Market and 
other prospering European countries like 
Austria, the British Commonwealth and 
Japan, race to catch up with living 
standards in the United States. 


Several Avenues Open 


The combination of high stock mar- 
ket levels here and the “discovery” of 
the industrial renaissance abroad has 
stimulated active investor interest in 
foreicn shares, either through direct 
purc:ase, through the ADRs (American 
Dep:.sit Receipts for some 100 different 
forein corporation stocks) and recently 
h formation of mutual funds with 
interest in overseas investments. 
Bu’ there is still another way for the 


Ami can investor to diversify his port- 
folio and participate in the growth po- 
lentiv’ of these rejuvenated economies: 
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through American companies having 
substantial foreign operations and sales. 
Such companies may well prove to be 
intelligently foresighted in getting into 
these markets at this stage, gaining from 
production experience and exchange of 
scientific know-how, and _ establishing 
their position. Unquestionably there are 
risks involved, but on net balance they 
frequently may not be as many or con- 
siderable as domestic ones. 

No one has to go away from home to 
have problems, and many constructive 
steps have been taken to correct former 
difficulties. Recent measures looking to- 
ward convertibility of foreign currencies 
is a major one, but underlying them is 
the more fundamental stability these cur- 
rencies have shown. This, in turn, is 
based on a combination of favorable 
economic and political developments, 
most sensational of which is the Euro- 
pean Common Market. Tax policies are 
another factor: none of these nations 
have corporate income tax as high as 
those in the U. S. For example, Ger- 
many’s top bracket is only 15% on dis- 
tributed income, compared to our fed- 
eral 52% plus state taxes such as New 
York’s 514% “franchise” tax. 


Tax and Wage Climate 


The result of this more favorable tax 
climate is that a larger part of operating 
income is brought down to net profit. 
With removal or reduction in restric- 
tions on dollar payout, even where a tax 
on dividends (e.g. 15% in Germany) is 
levied, the shareholder benefits doubly, 
since earnings-sales ratios and yields 
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have in recent years frequently been 
higher for large, well-established compa- 
nies abroad. There are still, however, 
some sore spots such as currency deval- 
uations, exchange controls, currency and 
import restrictions and other difficulties, 
particularly in Latin America. 

A recent National Industrial Confer- 
ence Board study concludes that — on 
average — overall unit production costs 
are not substantially lower overseas than 
here, as material costs often take up most 
of the savings in labor. But there are 
wide variations between countries. Some 
of this is attributed to less efficient plants 
than those of the parent companies here. 
If so it may indicate a need for modern- 
ization, and the picture is further com- 
plicated by start-up expenses in many in- 
stances. 

With these conditions in mind, and 
also observing the very favorable rate of 
growth in sales and earnings of corpora- 
tions in many foreign countries, the edi- 
tors undertook a review of the annual 
reports of outstanding American corpo- 
rations to compile information on those 
actively engaged in production abroad, 
the type or extent of their operations, 
their experience and future plans. 


The Peaceful Invasion 


Canadian operations of U. S. compa- 
nies have been excluded simply because 
this has been a well-known and well-es- 
tablished area of activity for the major- 
ity of leading concerns, as is becoming 
true also of Puerto Rico. Also excluded 
were the extractive industries such as oil, 
mining, field, forest and plantation prod- 
ucts — except where a substantial fabri- 
cating operation was concerned. This 
compendium relates to manufacturing, 
not to sales and licensing, except as in- 
cidental to illuminate the former, and 
omits U. S. exports, being concerned 
(where it is possible to distinguish or 
determine the facts), with the extent or 
evidence of actual manufactory work. 

Judging from the 152 reports contain- 
ing information, ranging from meager 
and confusing to illuminating and inter- 
esting — it is evident that a “break- 
through” of international barriers is be- 
ing made by the peaceful armies of in- 
dustry. It would seem that Lincoln’s ob- 
servation that “a house divided against 
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itself cannot stand” is being applied on a 
free-world-wide basis. For most compa- 
nies total sales of foreign-made goods is 
small; in fact, many have just started 
initial or additional facilities, but the 
trend is the thing to watch. Even now, 
many a company that showed a decline 
in domestic production and sales showed 
a contra record on the foreign side, some 
in exports, many in royalties or licensing 
fees, and generally in foreign-plant pro- 
duction and sales, excepting a few coun- 
tries with currency or import problems. 
It was impossible to tell from some of 
the reports whether investment in and 
earnings or dividends received from for- 
eign subsidiaries or facilities applied 
solely to goods produced abroad or in- 
cluded exports from the U. S., but such 
excerpts are included as a starting-point 
of inquiry, and evidence of international 
expansion. 


The New Era 


Several corporations that have oper- 
ated foreign productive facilities for 
some time reported for 1958 either 
larger increases abroad than domesti- 
cally, or smaller decreases, and usually 
succeeded in earning more per dollar of 
sales or investment from such propor- 
tion. But as the president of one com- 
pany remarked “Even in Europe profit 
margins are being squeezed by increased 
wage and material costs.”” He further 
noted the tendency in some quarters to 
restrict importation of consumer goods 
to conserve currency and encourage local 
production and said the company was 
studying prospects for establishing 
manufactories in still other countries. 

That this is becoming Big Business 
and has even greater potential for profit- 
ing the American investor is indicated 
by overseas production sales already 
near and over the $100 million mark for 
several U. S. companies. But it benefits 
our country and the world in many ways. 
As the president of Champion Paper & 
Fibre Co. stated in the 1958 annual re- 
port: 


“Private investment overseas, help- 
ing to raise the world’s living stand- 
ards, is a strong right arm in the 
global conflict. Proper legislation in 
the area of support, rather than gov- 
ernment loans, together with the en- 
couragement of free trade, can serve 
to minimize those risks peculiar to 





overseas ventures and make possible 
their evaluation by investors on a 
basis comparable to that of the same 
activity in the United States. 

Already much has been accom- 
plished. United States investments 
abroad have increased from 29 billion 
dollars in 1947 to an estimated 49 
billion in 1956.” 


Some day we may realize that a 
“favorable” balance of trade can become 
a dangerous misnomer, for too-long con- 
tinued imbalance dries up the source of 
export dollars. The fear is that, as qual- 
ity merchandise at lower than domestic 
prices comes in at an increasing rate, 
labor unions — and some short-sighted 
businessmen — may demand embargoes 
or tariffs that will build a wall under the 
misapprehension that this gives “protec- 
tion.” Such action would only serve to 
isolate the United States and that, in the 
face of the Soviet trade war, could be 
slightly suicidal. 


The Real Protection 


The greater risk may well lie in fail- 
ure to participate as a member of the 
community of nations. There will have 
to be more sound thinking about the 
economics of trade and what is neces- 
sary to “protect” certain parts of our 
population without damage to the major- 
ity. The president of Merck & Co., 
(which has actively developed its Euro- 
pean and other foreign manufacturing 
laboratories) said: 

“In and of themselves, international 
operations do not diminish the job 
opportunities in our U. S. plants. We 
no longer are able to conduct our in- 
ternational business operations solely 
by exporting products made in the 
United States. By now most foreign 
countries have adopted import quotas 
or import restrictions or have im- 
posed imvort taxes to such an extent 
that the only practical answer is to 
have our own production, marketing 
and other activities located in those 
countries.” 


American investors and businessmen 
will be paying more attention to the 
opportunities, as well as problems, of 
overseas activity, and watching the pro- 
gress of those companies who have pio- 
neered the way in building their own 
facilities abroad, purchasing established 
companies or a stock interest therein, or 
by joint ventures with nationals of other 
countries. There also needs to be more 


recognition of the great variation be- 
tween different areas; some have become 
and will increasingly provide a healihy 
growth climate for international expan- 
sion, while others as yet give little pro- 
mise of economic or political maturity. 

As a preliminary step toward giving a 
picture of what progressive companies 
are doing in this area, the following data 
are presented from 1958 reports to stock. 


holders. 


ADDRESSOGRAPH-MULTIGRAPH 
CORP. 


Net sales of German subsidiary topped 
the Million Dollar mark . . . French sub- 
sidiary operations are handicapped by 
import and exchange restrictions, result- 
ing in break-even basis for the year 
The wholly-owned Brazilian company re- 
corded a 38% increase in net sales, 26% 
increase in net income. 

Japanese subsidiary, 60% owned ... 
a major potential market. 

Chief unconsolidated company with an 
outstanding record as a growth subsidi- 
ary is Addressograph-Multigraph Ltd. 
England. In 1958, net income totaled 
$1,039,000 or 12.4% of net sales. Con- 
structing new addition to manufacturing 
plant at Hemel Hempstead. 


ALLIED CHEMICAL CORP. 


Operations of International Division 
expanded in 1958. A European office was 
established in Brussels. Allied Chemical 
de las Americas, recently formed subsidi- 
ary, acquired a 50% interest in two 
Cuban chemical companies. 


ALLIS-CHALMERS MANUFACTURING 
co. 


Investment subsidiary (foreign) com- 
panies not consolidated, at cost $13,111,- 
727 Equity in net assets of Allis- 
Chalmers Australia Pty, Allis-Chalmers, 
Great Britain Ltd. and Allis-Chalmers 
de Mexico, subsidiaries, exceeded the cost 
of investment by $970,000 .. . Plant fa- 
cilities in England, Australia, Mexico. 


ALUMINUM COMPANY OF AMERICA 


... To take advantage of the promising 
opportunities offered by foreign mar- 
kets, a new international division of 
Alcoa was established and operations of 
Alcoa International, Inc., a subsidiary, 
were expanded... 

... Suriname Aluminum Co., (wholly 
owned subsidiary) .. . initiated a pro- 
gram to build a hydroelectric develop- 
ment and smelting facilities. Agreement 
also provides for the eventual construc- 








Profile of St. Lawrence Seaway — from 1958 Report of Consumers Power Company. 


TRUSTS AND EstTATES 










| an 
‘idi- 
itd., 
aled 
,0n- 
‘ing 


sion 
was 
ical 
sidi- 


two 


ATES 





tion of a bauxite refining plant in Suri- 
name. 

Aleoa has negotiated with the Furu- 
kawa Electric Co. of Japan to establish 
a jointly owned fabricating company to 
make aluminum sheet, extrusions and 
casting's. 


AMERICAN CYANAMID CO. 


In January, 1958, established a new 
International Division to better integrate 
production and marketing programs... 
The largest overseas facility for the 
production of antibiotics and other 
pharmaceutical specialties at Gosport, 
England, was dedicated by Cyanamid of 
Great Britain Ltd. (wholly-owned sub- 
sidiary) April 15... New pharmaceu- 
tical production facilities in Argentina 
and Brazil are now in operation. 

Since 1957, Cyanamid-Ketjen N. V., 
jointly owned (50%) with Koninklijke 
Zwavelzuurfabrieken of Amsterdam, 
Holland, has completed and is success- 
fully operating a new plant to produce 
platinum reforming catalyst for the oil 
industry, chiefly in Europe, to convert 
lower grade fuels into high octane gaso- 
lines. 

Formica, Limited, a British company, 
which manufactures and markets plastic 
products, is extending operations in Aus- 
tralia, France, West Germany, and New 
Zealand . . . Recently formed a new sub- 
sidiary, Cyanamid European Research 
Institute, Inc., which acquired land in 
Geneva (where) a building will be con- 
verted into a laboratory for basic re- 
search in the physical sciences, staffed 
with European scientists. 


AMERICAN & FOREIGN POWER CO. 


Property improvement and expansion 
resulted in addition of 175,500 kw of new 
generating capacity in 1958, the largest 
year in its history, bringing total in- 
stalled capacity in 1958, the largest in 
stalled capacity to 1.5 million kw. $86 
million construction costs in 1958 brought 
total since World War II to over $600 
million (in 11 countries of Latin Amer- 
ica). More than 2,700,000 customers in 
1,215 communities with over 20 million 
population are being served. 


AMERICAN HOME PRODUCTS CORP. 


Sales of foreign subsidiaries, branches 
and distributors increased to $71,328,983, 
against $68,035,427 a year ago, approxi- 
Mately 18% of total business . .. The 
moderate increase was achieved in the 
face of . . . severe currency declines in 
Argentina, Brazil, Colombia, France, 
Peru and Uruguay (which) adversely af- 
fected net income. Foreign operating in- 
‘ome after provision for taxes but be- 
fore losses and exchange adjustments 
amounted to $6,338,062, compared with 
$7,490,245, 

Net assets of subsidiaries and 


branches as of December 31, 1958 totaled 
$30,259,205. 
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Latin-American trade continued to ex- 
pand in the face of economic and politi- 
cal disturbances. In local currencies, vol- 
ume increased in each of the countries 
in which we operate. When converted 
into dollars, however, certain countries 
showed declines. As we believe this mar- 
ket has great promise, we continue to 
plan for expansion. In Brazil, the strep- 
tomycin plant was completed and con- 
struction started on a new manufactur- 
ing plant for packaged drugs and 
toiletries. We broke ground also in Ar- 
gentina for a new building in which 
S-M-A, the infant food specialty, will 
be produced. 


We anticipate enlargement of manu- 
facturing facilities of our household 
products company in France; completion 
of our new pharmaceutical laboratory at 
Aprilia, Italy; and introduction of our 
S-M-A infant food in West Germany. 
To strengthen the position of S-M-A in 
the United Kingdom, local manufacture 
was initiated after one year of a test 
marketing on an important basis. 


Progress was made in the Middle East 
despite political unrest in the Arab 
World. Plans are under discussion con- 
cerning establishment of affiliated com- 
panies in this area, Southeast Asia also 
received a good deal of attention in the 
form of market exploration and reor- 
ganization of our sales forces with a 
view to expansion. 


Looking forward to the future develop- 
ment of South Africa, land was pur- 
chased near Johannesburg on which it 
is planned to erect a plant for manu- 
facture of pharmaceutical specialties. 


AMERICAN MACHINE & FOUNDRY CO. 


The first overseas commercial plant 
for production of “Microfiake”’ Cigar 
Binder was built in Germany in 1958. 
In addition, a contract was taken for a 
large overseas “Microflake” plant for 
production of Cigarette Filler ... Book- 
ings reached the highest total in the 
history of AMF’s export and overseas 
operations. It is expected that sales and 
profits for 1959 will set new highs. Re- 
tained profits from operations of foreign 
subsidiaries are needed to expand the 
business of these units . . . Investments, 
at cost of foreign subsidiaries not con- 
solidated: $2,089,626 (1958) and $1,469,- 
626 (1957). 

Excess equity in net assets of foreign 
subsidiaries not consolidated over the 
cost of its investment is estimated at 
$1,184,000. (Foreign production facilities 
are listed in Italy: tobacco machinery 
and railway signal equipment; England 
and Brazil: industrial machinery.) 


AMERICAN MOTORS CORP. 


. Licensee plants abroad were in- 
creased to fifteen. New licensee plants 
in Spain, Greece and Finland will be in 
production shortly on Kelvinator prod- 
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RECENTLY EUROPE HAS ENJOYED 
MORE GROWTH THAN 
THE U.S. 
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running 45% above the 1953 level. U.S. output is up only 7%. 
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Industrial production in European Common 
Market countries has grown about 614 times 
as rapidly as in U.S., taking 1953 as base, 
according to “Report on Western Europe,” 
new bi-monthly publication of Economic 
Research Department of Chase Manhattan 
Bank, New York. Accompanying chart indi- 
cates growth of 45% in Market countries 
expansion here. While pros- 
perity is not universal, with Benelux coun- 
tries suffering from slump in coal and 
steel, which industries, plus textiles, are 
also among Western Germany’s weak sec- 
tors, general opinion is that 1959 will regis- 
ter marked improvement. 





ucts (and) more will be added in 1959. 
With licensees already established in 
France, Germany and Italy, Kelvinator 
International is in a position to take ad- 
vantage of the emerging European Com- 
mon Market, which in 1959 will begin 
to affect profoundly the course of world 
trade. 


Concentration of the Kelvinator Ltd. 
manufacturing operations in one plant 
at Bromborough, England, instead of 
two, already has been completed and will 
permit greater economy and efficiency 
in stepping up output to meet growing 
demand in Great Britain and other 
Sterling markets. The Corporation’s 
share of undistributed earnings of un- 
consolidated foreign subsidiaries from 
date of acquisition to September 30, 
1958 was $3,151,300. 


AMERICAN RADIATOR & STANDARD 
SANITARY CORP. 


Net Sales of foreign subsidiaries — 
located in Austria, Belgium, Brazil, Can- 
ada, England, France, Germany, Hol- 
land, Italy, Sweden and Switzerland — 
totalled $139 million (compared with 
$351 million from domestic operations), 
provided net income of $10.1 million or 
7.3% of sales (compared to $4.9 million 
or 1.3% from domestic). 

“Foreign profits at record high, 14% 
above 1957 level, reduced margins in 
some important areas (of Europe) were 
reduced because increasing cost of raw 
materials and labor could not be reflected 
in selling prices . . . Modernization and 
expansion of existing facilities continued. 
Erection of a new radiator plant was be- 
gun in France and further facilities for 
manufacture of steel products — Kew- 
anee boilers, air-conditioning units, etc. 


(Continued on page 591) 
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Market Research Reveals Demand for 


elf-Retirement Plans 


CHARLES M. BLISS 


Executive Vice President, The Bank of New York 


N May 19, SENATOR GEORGE 
Smathers (D.-Fla.) introduced a 
bill to permit self-employed individuals 
to take a current tax deduction of 10 
per cent of their net earnings, with a 


maximum limitation of $2,500 a year or > 


$50,000 in a lifetime, provided the self- 
employed individual makes an _ invest- 
ment in certain types of retirement an- 
nuity or a specific type of retirement 
trust. The bill, identified as S. 1979, is 
now pending before the Finance Com- 
mittee of which the Senator is a mem- 
ber. 

This bill, with one exception, is identi- 
cal to H.R. 10, commonly referred to as 
the Keogh-Simpson bill, which passed 
the House on March 16 and would be- 
come effective January 1, 1959. It differs 
from the House-passed measure in that 
it would become effective for taxable 
years beginning in 1961 and thereafter. 
This change, Senator Smathers ex- 
plained, was made to meet opposition to 
the pending proposal predicated primar- 
ily on revenue loss, The Senator hopes 
that by 1961 the budget will be in a 
more healthy state than it is today. 
Meanwhile, he said, “I have chosen this 
course of procedure to give impetus to 
what I believe is rather slow progress 
in removing a glaring tax inequity 
toward ten million self-employed citi- 
zens.” 


Findings of Survey Disclosed 


By coincidence, on the same day the 
Smathers bill was introduced, the find- 
ings of a research questionnaire sent to 
more than 30,000 professional men and 
women on the general subject of pen- 
sions for the self-employed were dis- 
closed for the first time at a seminar 
arranged by The Bank of New York, for 
the benefit of its correspondent banks. 
Some 128 representatives of 101 banks 
from 28 states were in attendance at the 
full-day session. 

The survey was planned in the fall of 
1957. Legislation to provide a solution 
to the tax plight of the self-employed 


had been enacted in Great Britain in - 


1956 and in Canada early in 1957. The 
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Bank of New York, 
after weighing the 
evidence at home 
and abroad, de- 
cided there would 
be adequate time 
and a favorable 
climate in which 
to conduct a mar- 
ket research survey and to build a 
program around the self-retirement 
prospect in this country. The Bank could 
thus give professional men and women 
both information and encouragement on 
a new and useful development affecting 
them and, at the same time, measure 
the size and quality of the market for 
self-pensions. 

First, a test was made by mailing the 
questionnaire to a selected list of 660 
physicians and dentists in mid-Man- 
hattan. About one-third were the Bank’s 
customers and two-thirds were prospects. 
Altogether some 35.5 per cent re- 
sponded: 43 per cent of the customers 
and 32 per cent of the prospects. 

The test mailing not only caused much 
favorable comment but the question- 
naire gained the attention of key officials 
of large and important professional 
groups who, in turn, requested that 





Chart I: Trend to Self-Employment in 
Relation to Age. 
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their full membership lists receive the 
Bank’s informative material in order to 
gain a better understanding of the 
promising new self-retirement develop. 
ment. 

In the spring of 1958, the question- 
naire was mailed to some 20,000 pro- 
fessional persons in the New York area. 
The identical questionnaire went to an 
additional 13,000 in the Boston area 
through mailings of the Old Colony 
Trust Company. Of the professional men 
and women who received the question- 
naire approximately — 


One-out-of-four asked to be put on 
the “special list” to receive further 
informative releases on the subject of 
pensions for the self-employed. 

One-out-of-five indicated their age 
and profession, whether they had any 
sort of retirement plan, whether they 
expect to set up a plan under new 
legislation, the amount they would set 
aside each year, how they wanted 
their retirement savings invested, 
whether they preferred life insurance 
or bank trustee management, and 
whether they would use an individual 
or an association plan. 


The Composite Professional Man 


In general, a professional person 
starts his career with low pay for the 
years of specialized training. Therefore, 
one important purpose of the survey was 
to develop a composite picture of the 


_ professional man who would become 


eligible for self-retirement upon the en- 


» actment of permissive legislation. 


The survey disclosed that the com- 


“posite professional man in a metropoli- 
_ tan community arrives at the crossroads 


of his career at about age 35, when ap- 


. parently there is an equal division be- 


tween the professional men (and 


“ women) who are in employment and 


those who have established themselves 
as self-employed. Ten years later, and 
continuing through the balance of the 
professional career, eight out of ten 
become self-employed. This trend to 
self-employment in relation to age 8 
illustrated in Chart I. 

On the question of financial planning 
for old age, the survey disclosed another 
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significant pattern. Professional persons 
in employment and those who are self- 
employed are in the same relative posi- 
tion at age 35—two out of ten have 
made some provision for retirement. 
Ten years later, however, five out of 
ten of those who are employees are 
members of a qualified plan, although 
many of them feel their particular pro- 
visions for retirement are inadequate. 
But, as for those who are self-employed, 
seven out of ten still — by their own 
admission—have no planned retirement 
program of any kind. The incidence of 
retirement planning in relation to age is 
shown in Chart II. 

The survey’s findings, based on 6,200 
responses from lawyers, physicians, 
dentists and accountants, indicates that 
within a random group of professional 
persons in the community — 


© 


7 out of 10 are fully self-employed 
1 out of 10 is a full-time employee 
2 out of 10 are both employed and 


self-employed — one mostly em- 
ployed, the other mostly self-em- 
ployed 


{ On average, only 3 out of 10 have 
some sort of planned individual old- 
age retirement program 


Responses to particular questions were 
as follows— 


{ 19 out of 20 expect to set up a 
retirement savings plan if permit- 
ted to use tax-deferred dollars un- 
der new law 

Would you in general elect to have 
your program with a bank trustee 
or with a life insurance company? 


Bank Trustee 63% 
Life Insurance __....12 
ID ar ee 3 
No election 22 


{ How much would you expect to put 
aside into such savings? 

$2,500 per year, on average (but 
the questionnaire then indicated a 
$5,000 ceiling and, in many cases 
amounts shown appeared to be wish- 
ful thinking) 
Would you in general prefer to 
establish your own individual plan 
or to participate as a member of 
an association plan? 


Response inconclusive, but a 
slightly larger number — though 
not a clear majority — would con- 


sider an association plan, if it 
could be demonstrated to have ad- 
ministrative advantages or econo- 
mies 
the matter of investment: Only 
per cent said they would not 
want to use any common stocks; 
and only a little more than 10 per 
nt said they would want all their 
tlrement savings invested in com- 
m stocks 


Ind ated by the responses was the 


need ‘or two collective funds: one in- 
veste’ largely in common stocks; the 
other invested in fixed-income securities. 
Junr 1959 


Chart II: Incidence of Retirement Planning 


in Relation to Age. 
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The indicated divisions of investment in 
these two funds, on the whole, were on 
the fairly conservative side. 


Widespread Need of Information 


The survey established the existence 
of broad interest in self-pensions and 
the present lack of financial planning 
among professional persons in general. 
In particular, it disclosed the widespread 


~ 100% 


need for information on _ retirement 
planning based on Keogh-type legisla- 
tion. 

With the questionnaire a return reply 
card was sent which enabled respondents 
to request a booklet entitled Pensions 
for the self-employed, written as an edu- 
cational piece. 

In the summer, the Bank mailed to the 
“special list” a second booklet which 
commented on similarities in the posi- 
tions of professional practitioners and 
small business proprietors in the matter 
of retirement, and discussed Keogh-type 
legislation being proposed by the Senate 
Small Business Committee. The mailing 
was timed to coincide with the agree- 
ment in executive ‘session of the House 
Ways and Means Committee to report 
the Keogh bill to the House for the first 
time since the bill’s introduction by 
Rep. Keogh (D.-N.Y.) in 1951. 

In the fall, following passage of the 
bill in the House, a third booklet high- 
lighted benefits that would accrue to the 
individual self-pensioner under the pro- 
posed legislation. And, because Keogh- 
type legislation would create a new form 
of savings, the Bank offered a “special 
account” for the accumulation of indi- 
vidual retirement savings. Experience in 
Canada has disclosed that there had 
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not been sufficient prior planning by 
those who were entitled to benefits, 

With passage of the Keogh-Simpson 
bill in the House in mid-March, the Bank 
decided to intensify its educational pro- 
gram. First, a new informative booklet 
was published consolidating and up- 
dating the earlier series of three. Now, 
the new booklet is being mailed to addi- 
tional self-employed groups and is being 
offered by radio spot announcements 
and by advertising in metropolitan news- 
papers. 

Altogether the survey has aroused 
considerable interest and clearly the 
educational program has created good 
“public relations” among _ professional 
men and women and others in the com- 
munity who are self-employed, regard- 
less of the fate of the Keogh-Simpson 
bill in the Senate. 


Prospect for Further Programs 


The question of educational programs 
built around the self-retirement prospect 
came up at the Bank’s seminar on May 
19, and it was indicated that, although 
about one-half of the representatives 
present said their institutions had de- 
cided to handle Keogh-type business, 
only about one-tenth said they had pre- 
sented any sort of information or pub- 
licity program pointing out the benefits 
of this important new development. 
Therefore, Senator Smathers’ postpone- 
ment of the effective date of the pro- 
posed legislation is significant for it in- 
dicates there may well be time for 
further educational effort by banks over 
the country. 

Meantime if Congress can be induced 
to limit the bill to the basic point of 
correcting the inequity so as to make it 
possible under the law for all employed 
and self-employed persons to be entitled 
to tax-deferral privileges on funds set 
aside for retirement benefits, self-interest 
and competition will provide the stim- 
ulus to greater use of the privilege. But 
if the legislation attempts to force 
broader coverage, the cost in terms of 
immediate lost revenue can become so 
staggering that the measure will lack 
the necessary support. Organizations 
representing self-employed persons will 
have an opportunity to be heard by the 
Senate Finance Committee and much 
will depend upon the effectiveness of 
their presentation. 

The Bank of New York feels that the 
House-passed proposal now pending be- 
fore the Senate Finance Committee 
points ahead to promising new develop- 
ments in the trust and banking field. 


eo ee 


Insured Pension Plans Cover 


Almost 5 Million 


Nearly 4,925,000 persons were cov- 
ered by 25,730 insured employer-em- 
ployee pension plans in effect at the start 
of 1959. The Institute of Life Insurance 
in its annual survey of pension plans 
underwritten by life insurance compa- 
nies reports that in the past ten years, 
the number of persons covered has more 
than doubled and the number of plans 
in force has increased about two and 
one-half times. Insured pension plans are 
said to represent about two-thirds of 
all private pension plans. 

During 1958, a total of 2,510 new in- 
sured pension plans were established, 
covering 180,000 persons. 

About $15,500,000,000 was set aside 
in reserves by the life companies at the 
start of the year to guarantee future pen- 
sion payments. These pension reserves, 
which increased 11] percent last year, 
represent about one-sixth of the aggre- 
gate life company reserves. 

“Prominent trends in 1958 insured 
pension planning,” noted the Institute, 
“included higher retirement benefits, 
more complete and earlier vesting, pen- 
sions based on the pay-average for the 
final working years, and more adequate 
protection for widows of annuitants.” 

About one-half of those covered under 
insured pension plans, a total of 2,425,- 
000 persons, were enrolled under 4,800 
conventional group annuity programs at 
the beginning of the year. 

The deposit administration _ plans, 
which have had the greatest rate of 
growth in the past few years, accounted 
for 1,500,000 persons enrolled under 
2,000 plans. In the past five years, this 
type of pension planning, which estab- 
lishes a central fund from which annui- 
ties are purchased as employees retire, 
has increased three times in number of 
plans and the number of persons cov- 


ered has doubled. 


About two-thirds of the insured pen- 
sion plans in force at the start of 1959 
were individual policy pension trusts, 4 
total of 16,440. These plans which pro- 
vide for paid-up individual life insur- 
ance and annuity contracts under a trust 
agreement, had an average of 37 work- 
ers per plan or an overall total of 605.- 
000 persons. 

There were an additional 395,000 per- 
sons covered under 2,490 insured pen- 
sion plans written by the life companies 
to cover special requirements of pension 
purchasers. 

Premium payments for insured pen- 
sion plans amounted to $7,660,000,000 
in 1958. 
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‘The Convertible Livin g Trust 


A Flexible and Automatic Custody-Trust A greement 


CURTIS B. BROOKS 


Vice President-in-charge Trust Department, Industrial National Bank, Providence, R. I. 


NE OF THE GREAT CHALLENGES — 
oo personal satisfactions — of the 
trust business is meeting the specific, 
varying needs of individual prospects 
and the working out of their special 
problems in practical and economical 
terms. And it is not irrelevant to add 
that there is no better way to disprove 
the old, yet slow-dying cliché, that 
money in trust is “tied up.” 

These observations are prompted by 
our recent experience at Industrial Na- 
tional Bank in working out plans to meet 
the particular needs of four individuals. 
Each felt capable, at the moment, of 
watching his or her own investments and 
closely guiding his or her own financial 
affairs. They were, in fact, desirous of 
doing so; for them this was one of the 
rewards of accumulating a degree of 
wealth and they found the activity stim- 
ulating and generally “good fun.” On 
the other hand, there were certain bur- 
densome details of financial transactions, 
tax returns and the like which they 
found merely a chore. And each was 
wise enough to recognize that circum- 
stances might change; that a situation 
could arise in which they would need 
and welcome the full-time assistance of 
an experienced trustee. 


The plan which was evolved worked 
well. And then we came to the happy 
realization that what had been worked 
out to meet a seemingly unique need was 
in fact a service that might prove of 
wide value. Thus was born the “Con- 
vertible Living Trust,” to meet the need 
for full investment service which can go 
promptly into operation when needed. 
The capable businessman, widow, or 
single woman who most needs Custody, 
Investment Advisory, or Living Trust 
Services is frequently just the one most 
reluctant to abandon the fascinating 
game of do-it-yourself investing. 


Protection and Relief from Detail 


Although they recognize that the time 
might come or a situation arise in which 
they would need such service, the time 
is seldom “now.” Our Convertible Liv- 
ing Trust begins, therefore, in Phase 
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One by providing in this the framework 
of a Trust, the services normally pro- 
vided by one of our regular Custody Ac- 
counts. In Phase Two, it automatically 
converts to a regular living trust should 
the settlor become incapacitated through 
ill health, age, or other circumstances, 
or whenever the settlor desires. 


A specific trust agreement is drawn 
by the individual’s attorney. It directs 
Industrial National to receive the pros- 
pect’s securities and to take over all the 
paperwork connected with his invest- 
ments. Complete rights over the pur- 
chase, retention or sale of investments 
are retained by the customer. 


The advantages so far are simply the 
normal advantages of our Custody Ser- 
vice: immediate relief from bothersome 
administrative chores; protection in our 
vaults; prompt execution of sales and 
purchases, collection and remittance of 
income; notification of significant dates 
affecting holdings; the maintenance of 
detailed records, including itemized 
statements of taxable income and de- 
ductible expenses for easy transfer to 
the Federal income tax return. 


This arrangement has much flexibil- 
ity; the customer can keep his securities 
in safe deposit, or better yet, in a cus- 
tody account which the bank can read- 
ily take over on an investment manage- 
ment basis, on request, during a pro- 
longed absence (or indisposition), go- 
ing back to custody basis on return. 


Investment Responsibility 


But Phase One also gives our customer 
and his family the comforting assurance 
that their investments will continue to 
have complete and professional manage- 
ment even though at some future date 
the individual himself is unable to pro- 
vide such management. A typical Con- 
vertible Living Trust Instrument con- 
tains language like this: 


“All property listed in Schedule 
‘A’ attached, and any subsequent ad- 
ditions thereto, I give ... to be held in 
trust during my life. 

“All income from said trust is to 
be remitted to me or expended for 
my account. 


“So long as I remain physically and 
mentally competent I reserve to my- 
self all investment powers and de- 
cisions and specifically absolve my 
trustees from any liability for their 
failure to dispose of any securities de- 
livered to them. 


“During any period of my physical 
or mental incompetence to handle my 
affairs 


“(A) My trustees shall have full 
investment powers with the right 
to sell any securities delivered to 
them and to reinvest the proceeds 
as they deem best for my inter- 
ests. 


“(B) I further specifically ab- 
solve my trustees from any lia- 
bility for their failure to diversify 
any large holdings in any one cor- 
poration or industry, or for failing 
to reduce the proportion of my 
property now invested in common 
stocks or other equities.1 


“(C) My trustees are authorized 
to pay all medical expenses of 
whatever kind, and all costs inci- 
dent to the maintenance of my 
household, using for this purpose 
principal as well as income if 
necessary. 


“My trustees are further empow- 
ered to retain any cash which I may 
deliver to them, and to be free from 
any liability for failure to invest 
same.? 


“I reserve the right for myself 
alone and not for any guardian, com- 
mittee, or other personal or legal 
representative of mine to alter, amend 
or revoke this trust at any time.’ 


Change-over Provisions 


The “take-over” aspect is, of course, 
the heart of the Convertible Living 
Trust. Our customers and their lawyers 
have found it helpful in some of the trust 
instruments to clarify the procedure re- 
quired. For example, the pertinent clause 
might read: 


1Frequently the trust assets will consist largely 
of blue chip stocks with very low costs. Advanced 
age or poor health of the settlor would make the 
trustee loath to pay unnecessary capital gains 
taxes. 

2If the settlor maintains substantial bank bal- 
ances for use on a “rainy day,” it seems des‘rable 
to place them within the trust to allow the trustee 
to apply principal, when necessary, without hav- 
ing to sell securities. 

8This paragraph is a precaution against the p0s- 
sibility that a court appointed representative sight 
revoke the trust and thereby distort or destroy @ 
carefully conceived estate plan. 
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“T reserve to myself all investment 
powers and decisions until the hap- 
pening of one of the following events, 
viz.: (a) receipt by the trustee of 
notice in writing from me that from 
and after the date of such receipt, 
the trustee shall assume complete in- 
vestment responsibility with respect 
to the trust estate, or (b) receipt of 
certification in writing from any at- 
tending physician of mine that I am 
no longer physically or mentally able 
to make decisions with respect to in- 
vestment of the trust estate.” 


Catalogue of Advantages 


From the point of view of our Trust 
Department’s customers and_ prospects 
the appeal of the Convertible Living 
Trust is its practicability and flexibility. 
For example, in talking to a prospect, 
we can tell him that a Convertible Liv- 
ing Trust: 


e May eliminate the need for obtaining 
court appointment of a Guardian or 
Conservator, thus avoiding unwelcome 
publicity and perhaps undesirable in- 
vestment restrictions. 

e May contain whatever death provi- 
sions he wishes, thus controlling the 
ultimate disposition of the invest- 
ments in the trust. 

e Will save estate settlement costs at 
his death, and will also avoid the red 
tape and delays that frequently occur 
in the administration of estates. 












































e Will minimize publicity, since the trust 
is a private agreement between him 
and Industrial National Bank and is 
not a matter of public record like a 
Will. 

e Assures that at his death his bene- 
ficiaries will promptly receive the 
benefits of the trust without any of 
the burdens of money management. 
Income will be paid without interrup- 
tion and principal will be available 
for stated needs and for emergencies. 

e Will assure similar advantages at the 
death of the primary beneficiaries, 
and furthermore will eliminate Feder- 
al estate tax or Rhode Island death 
taxes at their decease. 

e Is subject to change or modification 
to meet changed conditions. For exam- 





ple, the trust may easily be amended 
to give one grandchild a larger share 
of the trust if that should seem de- 
sirable or fairer. 

e Provides what amounts to an effective 
estate plan for much of his property. 
Indeed, the trust arrangement would 
be carefully coordinated with all 
property of the prospect including, 
for example, jointly owned assets, life 
insurance, real estate, and the like. 

e Minimizes the possibility of attacks 
on the plan and trust by relatives at 
death. Because the Convertible Living 
Trust is legally in effect during the 
creator’s life, it will probably have 
enjoyed a considerable period of un- 
challenged operation. This advantage 
is of particular importance to single 
or widowed persons who are anxious 
that their money ultimately be used 
to support worthy charitable work 
in which they may have a present in- 
terest. 

e Is revocable at any time. 


These are in essence the advantages of 
any living trust; the difference is that 
the prospect can, in a real sense, “have 
his cake and eat it too.” In brief, he gets 
what he wants when he wants it. 


Flexible Fees Too 


Our fee for acting as trustee of a Con- 
vertible Living Trust is based on the 
services actually rendered. During Phase 
One, when the settlor of the trust retains 
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control and responsibility for the mak- 
ing of investments, we charge only the 
same fee charged for our Custody Ser- 
vice. Fees are computed at our Standard 
Rates for Trusts only when and if we 
assume full investment responsibility in 
Phase Two. We make no charge at in- 
ception, or at conversion to Phase Two, 
nor do we charge a termination fee at 
death if we are named as executor under 
the Will and the trust property is dis- 
tributed by the Will. Parenthetically, 
there is no conflict in passing some prop- 
erty under the Will and other property 
under the Convertible Living Trust, as 


the two instruments can be properly in- 
tegrated. We say to the prospect: 


“During Phase One, as you can see, 
Industrial provides all of the helpful 
and necessary services in connection 
with the safekeeping of securities, 
the handling of sales and purchases 
and the keeping of complete records, 
while maintaining the availability, at 
no extra cost, of full time facilities 
for use when needed, This is a unique 
way for you to insure against any 
lapse in the management of your 
securities or the efficient handling of 
your personal finances should you, 
for any reason, be unable to perform 
these tasks.” 











On fiduciary matters affecting 
ILLINOIS property, Chicago Title 
and Trust Company offers you 
and your customers unequaled 
facilities and more than 70 years 
of experience. Among the many 
services we offer are: 





Testamentary Trust 
Living Trust 

Pension Trust 
Investment Counsel 
Ancillary Administration 
Title Insurance Policies 
Escrow 

Registrar 

Transfer Agent 

Land Trusts 


In Illinois, choose experience: 
choose Chicago Title and Trust Company. 


Chicago litle and Trust Company 
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And of course we add that much of our 
fee is ordinarily deductible for Federal 
income tax purposes, and in most cases 
the net cost is minimal. 

We have not been working with the 
Convertible Living Trust long enough to 
be able to say more than that it definite- 
ly shows promise of being all we and 
our customers hoped when we conceived 
it. As I write, each of our trust new busi- 
ness men has one or more prospects ser- 
iously interested, and we are convinced 
that it is a service that is going to prove 
of benefit to many families and individ- 
uals. Moreover, the Convertible Living 
Trust has further proven the practicabil. 
ity and flexibility of modern trust ar- 
rangements. 

A AA 


CHAIRMEN NAMED FOR 
WESTERN REGIONAL TRUST CONFERENCE 


J. R. Johnson, vice president and sen- 
ior trust officer of the Bank of America 
N. T. & S. A., San Francisco, has been 
named as general chairman for the 33rd 
Western Regional Trust Conference, to 
be sponsored by the Trust Division of 
the American Bankers Association in 
San Francisco, October 15-16. Hosts of 
the conference, which will be held at the 
St. Francis Hotel, will be the Associated 
Trust Companies of Central California. 
Trustmen from Arizona, California, 
Colorado, Idaho, Montana, Nevada, New 
Mexico, Oregon, Utah, Washington, and 
Wyoming are expected to attend. 

Bradley B. Brown, vice president and 
senior trust officer, American Trust Co., 
San Francisco, is the program chairman. 


A A A 


CHICAGO COMMUNITY TRUST 
REPORTS INCREASES 


The Chicago Community Trust in 1958 
for the first time distributed more than 
a million dollars ($1,188,400) and in- 
creased the book value of assets under 
administration from $16,955,260 to 
$22,555,523 according to the recently re- 
ceived annual report. Market value of 
assets was $28,911,238. 

Of the grants made during the year 
the largest were $268,785 to education, 
$266,455 to neighborhood service, and 
$229,035 to community planning and 
specialized services. 

Portfolio distribution (book value) as 
of October 31, 1958 was: 


Bonds and trust certifi- 
| eee $ 8,527,800 


Preferred Stocks 755,532 
Common Stocks ____....... 10,929,612 
Common Trust Fund 

oS Ee. Capea eee 749,473 
Notes receivable on sale 

i 111,986 
Real Estate 1,421,505 
chy 59,610 
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Ohio Trust Conference 
Discusses Broad Program 


The Ohio Bankers Association Trust 
Conference, meeting in Columbus on 
May 7, opened with a talk on “The Out- 
look for Trust Investments” by John J. 
Balles, economist for the Federal Reserve 
Bank of Cleveland. This was followed by 
a discussion of “Producing New Busi- 
ness.” Good sound salesmanship in both 
advertising and personal selling com- 
bined with energy, initiative and imag- 
ination in the whole trust development 
program, cannot fail to gain profitable 
new business in the rapidly growing 
trust market, Earl R. Hudson, president 
of Kennedy Sinclaire, Inc., predicted. He 
recommended a_ three-point formula: 
disturb the prospects complacency; show 
him how his complacency can be re- 
stored; and point out precisely a con- 
crete plan of action. Mr. Hudson re- 
viewed the various media for trust ad- 
vertising and promotion. He stressed the 
need for continuity, repetition, coordina- 
tion, and copy long enough to make the 
message clear and compelling. Direct 
mail, “the pinpoint medium,” he consid- 
ered to be particularly effective. 


The combination of a life insurance 
trust and pour-over will is legal under 
Ohio law, in the opinion of William W. 
Ellis, Jr., of the Columbus law firm 
Vorys, Sater, Seymour & Pease. How- 
ever, there are a number of questions 
that should be answered by a specific 
law on the point and such a bill is ex- 
pected to be introduced in 1961, ac- 
cording to Mr. Ellis. Among the points 
to be covered are the validity of a trust 
the corpus of which consists solely of 
life insurance policies; barring the 
spouse’s right of election against the 
proceeds payable to such a trust; remov- 
ing the inter vivos trust, as augmented 
by the bequest, from probate court juris- 
diction and the biennial accounting re- 
quirement; and the effect of subsequent 
amendment or revocation of the trust. 

\fter luncheon the delegates heard a 
report on “Current Bank Legislation” by 
Senator Danny D. Johnson of New Phil- 
ade!phia, QO., and a discussion of the 
“Possibilities under the Keogh Bill” by 
Edward J. Hawkins, Cleveland attorney. 
The final subject on the agenda was 
“Unauthorized Practice — Legislation 
ard Litigation” presented by Clarence 
D. Laylin, Columbus Attorney. 





Georgia Trust Division 
Elects Hill 


The annual conference of the Trust 
Division, Georgia Bankers Association, 
meeting in Atlanta on May 1, elected as 
its new chairman Harvey Hill, vice presi- 
dent and general trust officer in charge 
of the Citizens & Southern National Bank 


systems. 


The delegates 
heard a talk on the 
Relationship Be- 
tween Corporate 
Fiduciaries and the 
Members of the 
Bar given by Hen- 
ry L. Bowden, At- 
lanta attorney. At 
a recent Conference of Bar Presidents, 
he said, he was amazed to hear of several 
states where there is open warfare be- 
tween the banks and the lawyers. Re- 
ferring to the cooperative relationship 
that exists in Georgia, Mr. Bowden 
recommended that the GBA seek the co- 
operation of banks in other states to the 
end that there might be amicable rela- 
tions between bankers and _ lawyers 
throughout the nation. He expressed the 
opinion that the banks rather than the 
lawyers are in a position to take correc- 
tive action where unfortunate relation- 
ships exist. 

A resolution on this theme was adopt- 
ed at the meeting (T&E May 1959, p. 
513). 

A Panel on Investments, consisting of 
officers from the four Atlanta trust in- 
stitutions completed the morning session. 

In the afternoon Furman Smith, At- 
lanta attorney, spoke on the “Self Em- 
ployment Retirement Act,” followed by 
Ned E. Crowe, trust officer, First Na- 
tional Bank & Trust Co., Macon, who 
discussed “Inventory, Appraisal & Dis- 
tribution of Estates.” The “Settlement of 
Federal Estate Tax Liability” was the 
subject presented by Fay E. Newborn, 
trust officer, First National Bank, At- 
lanta. After a brief intermission, Lynn 
R. Leonard, trust officer, First National 
Bank & Trust Co., Augusta, talked on 
“Encroachments in Testamentary 
Trusts.” 

The final address was a report on 
“Trust Department Operations” by W. 
M. Davis, Head of the Statistical Section, 
Federal Reserve Bank of Atlanta. His re- 
marks will be published later. 


HARVEY HILL 





@ The fun of “giving while living” was 
the object of Harmon P, Elliott of Cam- 
bridge, Mass., when years ago he set 
asice a block of stock for his employees. 
Now, at the age of 72, he has sold his 
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business with the proviso that the em- 
ployees be retained, and sold that chunk 
of stock for $1,450,353. The money has 
been divided among the 400 employees, 
with as much as $4,000 to some. 
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We know the way we like 
to be served... 


AND THAT’S THE WAY 
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for accurate, first-hand informa- 
tion. 


FIRST AND MERCHANTS is in 
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Reporting the Second Southern Trust Conference 


The South and Trust Business 


N EVER-GREATER FORE€E IN OUR COM- 
munity and family life, is the way 
John W. Remington, vice president of 
the American Bankers Association, 
characterized corporate trustees in a 
key-note dinner address at the second 
Southern Trust Conference in Birming- 
ham, May 14-15. And he should know 
from three viewpoints: as a member of 
the Bar, trust department head and bank 
president, and former president of the 
A.B.A. Trust Division, sponsor of the 
Conference. 


Contrasting the early days, when the 
major investment concern was with 
mortgages and government bonds or 
management of real property, with the 
variety, scope and dynamism of the 
present fiduciary as well as economic 
climate, Mr. Remington—who is presi- 
dent of Lincoln Rochester (N.Y.) Trust 
Co.—remarked the vexatious invest- 
ment, tax, planning, business and legal 
problems which America’s rise to new 
riches — and world conditions — have 
brought. This has created new oppor- 
tunities but also the necessity of special- 
ization. And the process starts sooner as 
“Life insurance has permitted men to set 
up estates in advance which can be paid 
for on the instalment plan or become 
a reality in case of early death through 
the principle of insurance averaging.” 

“Balance,” he pointed out, “is not 
only a fundamental principle in law” 
but the basis of protection for today’s 
and tomorrow’s_ beneficiaries. “Both 
those who take the principal ultimately 
and those who depend on current in- 
come can best be served by some sub- 
stantial investment in dynamic com- 
panies in growing industries.” 

“Some day a great writer of fiction is 
really going to grasp that American 
character, the trust officer. . . as some- 
thing about as close to sterling silver as 
we ever get in a natural state,” Mr. Rem- 
ington quoted a prominent corporation 
president. “The trust officer is always 
there when you need him. Of course he 
will die or become sick like other people, 
but then someone else is there—already 
trained to carry on.” 

Common trust funds and employee 
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A Growth Combination 


benefit trusts were cited by the speaker 
as having most widely extended the 
field of fiduciary service and brought 
rewarding chances for social and civic 
benefit. The $6,000 trust left by a 
factory foreman for people with dis- 
abilities inspired a wealthy widow to 
leave a large trust for these purposes. 
“Guiding of young children through 
their entire educational and growing-up 
period, including selection of schools 
and colleges, and friendly counseling 
with them before and after marriage is a 
great source of satisfaction” . . . as is 
the confidence expressed by appoint- 
ments over succeeding generations, Mr. 
Remington concluded. 


Future of Conference Assured 


Some 350 trust officials from the 
twelve conference states provided atten- 
tive audience for the addresses and 
panel discussions on daily operating 
problems and, of course, on the now 
standard investment review. The suc- 
cess of this revived Conference seems 
well assured, thanks to the committees, 
headed by John Schor as general chair- 
man and Charles Zukoski as program 
chairman, with the effective assist of 
Joseph Wolfe, secretary of the Trust 
Division. An excellent example for trust 
conferences was set in the increased par- 
ticipation of government agency trust 
representatives and deans or professors 
from nine law schools. But the nature of 
the program—plus the good-nature and 
practical humor of many of the speakers 
—deserves a wider representation from 
more banks. After all, this is not only 
a chance for the first and second line 
officers but for those on the ready line 
to learn who is doing what, and to 
discuss their own special problems in- 
formally. Not to mention the enjoyment 
of real Southern hospitality such as dele- 
gates were treated to at the dinner party 
at the quite air-conditioned Vestalia 
Country Club on a nearby mountain-top. 


Next year’s Conference is scheduled 
for St. Petersburg, Fla., in May, which 
offers the chance to combine business 
with the pleasures of the seashore. There 
will still be enough problems unresolved 


to provide a full program, but it is 
hoped that progress will have been made 
in resolving those posed by anti-corpo- 
rate fiduciary bills sponsored by certain 
state bar associations (a subject of gen- 
eral concern at the Conference) and in 
finding some better-yielding equities for 
life tenants who have their own ideas as 
to why certain ones are called Blue 
chips. 

A summary of the speeches, some of 
which are printed substantially in full 
in this issue, follows. 


Highlights of Addresses 


Bar Relations 


Current social and economic develop- 
ments have brought about a greater 
interdependence between the Bar and 
corporate fiduciaries in carrying for- 
ward their respective programs of serv- 
ice, and while from one point of view 
trustmen and lawyers may seem to be 
rivals fighting for the spoils of our rich 
commercial life, the two groups are 
more and more recognizing that they 
can prosper only in common, as parts of 
a greater, more universal service to the 
public. This was the tenor of the re- 
marks by former American Bar Associa- 
tion President E. Smythe Gambrell of 
Atlanta, who opened the formal pro- 
gram of the Conference. 


“With the growth of business and 
the great multiplication of laws pertain- 
ing to it, the modern lawyer is required 
to know infinitely more than his prede- 
cessor,” Mr. Gambrell remarked, “so 
that it is almost necessary that lawyers 
specialize in particular branches of the 
law. Even with the current improvement 
of the legal profession, there often arises 
the need for services which, though 
closely related to practice of law, are 
now being satisfactorily supplied by 
non-lawyers. 

“If lawyers are to claim an exclusive 
privilege in the rendering of certain 
services in derogation of the common 
right of everyone to work, they should 
be able to demonstrate that the public 
interest will best be served by the limita- 
tion” of that right, Mr, Gambrell as 
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serted. “In the long run the public will 
purchase service in any particular field 
from those who sell the best service, re- 
gardless of whether they belong to a 
profession or are laymen.” 

The inventions of science, the growth 
of industry and the development of 
governmental policy have brought about 
a need for corporate fiduciaries equipped 
with bookkeeping and accounting facili- 
ties, and staffed by experts in various 
phases of business, observed Mr. Gam- 
brell. With that growth, representatives 
of trust institutions and the Bar have 
formulated Statements of Principles on 
how their respective services can be 
correlated to greatest public advantage. 
These Statements do not attempt to de- 
fine what constitutes the practice of law 
or the precise scope of functions of trust 
institutions, but are general rules to be 
observed in the field of fiduciary re- 
lationships. Their principal purpose is 
to indicate the importance of voluntary 
cooperation rather than leaving difficul- 
ties to solution by occasional and sterile 
litigation. 

“With the exception of a few in- 
stances, such as in Arkansas, Connecti- 
cut, Delaware, Kentucky, Ohio and West 
Virginia, these Statements have served 
as effective guideposts of conduct and 


generally are being lived up to by law- 
yers and trustmen. Unfortunately a few 
disputes have reached open litigation. 
In some rare instances,” Mr. Gambrell 
contended, “the inference is inescapable 
that the corporate fiduciaries have 
placed money-making above the public 
interest and the plain provisions of the 
law.” After reviewing the history of 
Hartford litigation, which has been re- 
ported in these pages”, the Atlanta law- 
yer remarked that this decision has met 
with almost universal acceptance by the 
legal profession and has helped to 
clarify the confusion in a few areas re- 
garding the proper functions of corpo- 
rate fiduciaries. 


“Virtually ali trustmen,” Mr. Gam- 
brell added, “have realized that the suc- 
cess of their business depends in some 
measure upon what other fiduciaries 
may do. Gradually, through your group 
organizations, rules are emerging to en- 
force standards both as to character of 
service and methods of doing business. 
These self-imposed standards, binding 
on the entire group engaged in similar 
business, are the distinguishing marks 
of the new profession. It is a source of 
gratification to lawyers everywhere that 


*T&E, Sept. 1958, p. 856. 


trustmen have assumed the obligations 
of a profession.” 

If they are wise, Mr. Gambrell con- 
cluded, lawyers and trustmen will con- 
sider how they can make their profes- 
sions better serve the public. “Good 
public relations is simply good service, 
publicly appreciated. If performance is 
good, all that we need is Truth well 
disseminated.” 

An eleven-point program for good 
relations between trust institutions and 
the Bar was offered by Charles F. 
Zukoski, Jr., executive vice president 
and trust officer of The First National 
Bank of Birmingham. In a comprehen- 
sive review of the status of present re- 
lationships, Mr. Zukoski reported the 
results of a survey conducted by him 
among attorneys in the states covered 
by the Conference which revealed that 
while attitudes of the lawyers toward 
trust departments are generally favor- 
able, there is much room for improve- 
ment. On the basis of his findings, the 
speaker, himself a member of the Bar, 
offered his recommendations for policies 
and procedures which are spelled out 
elsewhere herein. 


Pension Developments 


Three developments in the area of 
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pension planning were selected for ex- 
ploration by Hilary L. Seal, of the New 
York firm Morss, Seal & Bret. As to the 
scope of benefits Dr. Seal, who is T&E’s 
pension and profit sharing columnist, 
observed that the idea of a 50% pen- 
sion to all employees after 30-40 years 
of service is gaining ground. 


On the matter of competition with 
life insurance company programs the 
speaker remarked that, while the life 
companies have conceded their loss of 
ground, new legislation such as in Con- 
necticut may well restore them to a more 
favorable position by permitting the in- 
vestment of insured pension funds in 
equities. Dr. Seal’s final point dealt with 
the future status’of actuaries in pension 
planning, he emphasizing that a realistic 
estimate of an employer’s liabilities 
under a plan involves far more than the 
cumulative multiplication of past serv- 
ice accruals by factors found in life in- 
surance tables. 


Passage of the Simpson-Keogh Bill, 
providing for tax deferment for contri- 
butions to retirement funds for self-em- 
ployed people, appears inevitable within 
the next few years, according to Joseph 
R. Gathright, vice president and trust 
officer of the Kentucky Trust Co., Louis- 
ville, and will present a unique oppor- 
tunity and challenge in the field of trust 
service. “I do not believe that we have 
any choice as to whether or not we will 
administer ‘restricted retirement 
funds,” Mr. Gathright said. “All of 
us have present customers who will want 
to establish such funds; and we dare not 
deny them our facilities and thereby 
throw them into the arms of our com- 
petitors. The ony real choice we have is 
whether to undertake the job reluctantly, 
apologetitcally, and hesitantly or 
whether our approach is enthusiastic 
and aggressive. I would vote for the 
latter. 


“For many years, we have been tell- 
ing the public that trust services are not 
only for the wealthy. When the Simpson- 
Keogh Bill becomes law, either we will 
have to offer facilities for handling these 
small accounts or drastically alter the 
theme of much of our advertising.” 

As trust administration of Simpson- 
Keogh funds will necessitate facilities 
for pooling investments, it is unfor- 
tunate that present bill does not specific- 
ally authorize investments in a Section 
17 common trust fund or a Section 
10(c) collective employee benefit fund, 
the speaker remarked, adding that it 
would be extremely helpful if most pro- 
visions of the trust instruments could be 
standardized. 


ob 


Granting that numerous problems will 
have to be solved in this new field, such 
as establishment of adequate fees, de- 
velopment of mass selling techniques, 
and adoption of economical methods of 
keeping records and communicating with 
customers. Mr. Gathright concluded that 
with a little ingenuity these problems 
can be solved and more people than ever 
can be made conscious of corporate trust 
service. 


Trdst Practices and Controls 


The functions of a state Trust Prac- 
tices Committee were discussed by Guy 
Faulk, Jr., vice president and trust off- 
cer of Merchants National Bank, Mobile. 
He outlined the duties of the chairman 
in getting the committee into operation 
and the important matters to be taken up 
at regular meetings, more particularly 
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progress reports on the various research 
assignments given to members. He then 
illustrated typical activities of such a 
committee by drawing on the exper- 
ience of the Alabama Trust Division in 
this regard. 

A good audit program is a manage- 
ment tool for the protection of personnel 
as well as an aid to improved service 
and better operating methods, W. R. 
Pistole, trust officer and assistant secre- 
tary of Wachovia Bank & Trust Co., 
Winston Salem, N. C., told the Confer- 
ence. Trust department auditing deter- 
mines that accounting is accurate, that 
trust assets are kept under effective dual 
control, and that the department’s fees 
and expenses are correctly recorded and 
properly controlled. He discussed the 
methods of maintaining dual control in 
the trust vault, verifying income receipts 


and checking on assets received or de- 
livered. The verification of commission 
charges was explained and the recon- 
cilement of trust department cash. Ob. 
serving that trust auditing protects 
against countless pitfalls for the unwary, 
Mr. 
items that should always command the 
attention of the auditor. The continuous 
audit described by the speaker was not, 
he said, a substitute for a comprehensive 
surprise audit conducted at least an- 
nually, but the two work hand in hand. 


Before a trust department purchases | 
new equipment, a visit to other depart- § 


ments using the equipment under con- 
sideration was suggested by Joseph R. 


Wyatt, Jr., trust officer, First National | 
Trust & Savings Bank, Lynchburg, Va. | 


The typewriter-bookkeeping machine 
which “of all mechanical aids is the 


greatest labor-saving device and affords | 


the small trust department the best op- 
portunity to increase the efficiency of 
its operations,” should be used when a 
trust department passes the $5 million 
level or gets beyond the “one-man-and-a- 
secretary” stage, was his next very prac- 
tical observation. Photostat or duplicat- 
ing equipment should be employed at 
an early point in department develop- 
ment. The various types and their uses 
were described by the speaker. The use 
of an addressing machine comes along 
when the department has $10 million 
assets or sufficient volume of entries on 
a normal day (100 or more items). The 
numerous uses for addressing equip- 
ment in connection with trust account- 
ing were outlined by Mr. Wyatt, who 
pointed out that even those departments 
that could not profitably purchase a 
machine might be able to use one joint- 
ly with the banking department. 


When a trust department has built up 
assets in excess of $100 million, it 
should investigate the use of electronic 
equipment. An electronic system is not 
just one machine, but several component 
parts. As the volume of business in 
creases, additional units can be tied in. 
Prior planning is of the utmost in 
portance. 


Among the advantages to be gained 
from use of mechanical equipment, the 
speaker stated, are: greater speed, more 
accuracy, cleaner records, more auto 
matic safeguards, repetitive accounting 
operations by use of duplicate mechanl- 


cal records, and a lessened need of per | 
sonal supervision once the records ale | 


properly established. 


Following his paper, Mr. Wyatt dealt 
with a number of questions subinitted 


by the audience. The answers — and the | 
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Pistole commented upon eleven | 
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talk itself — were, according to the 
speaker, based on his article in T&E, 
Aug. 1958, p.720. 


Proposed Taxation 
The provisions of H.R. 3041, which 


is intended to correct inequities result- 
ing from the Internal Revenue Code of 
1954, were highlighted by Lewis W. 
Smith, trust officer of the First National 
Bank of Miami, during one of the three 
concurrent Workshops on Thursday 
afternoon. If it is reported out of com- 
mittee, it will probably become law in 
July or August, Mr. Smith opined. 

One of the most significant proposals, 
dealing with multiple trusts would add a 
provision to the effect that if the pri- 
mary beneficiary of income currently 
accumulated or of the capital gains of 
each of separate trusts is substantially 
the same person, the trusts in effect 
would be consolidated into one taxpayer 
with one exemption for the purpose of 
applying the tax brackets. Exceptions 
are made for separate inter vivos trusts 
whose combined income is less than 
$2,000, or for trusts that do not exceed 
three in number and are created at more 
than five-year intervals, the speaker ex- 
plained. 

Another change would provide that 
undistributed dividends will qualify in 
full rather than ratably as under present 
law. This will permit a dividend exclu- 
sion of the full $50 in any case where 
the dividends taxable to the fiduciary 
equal or exceed that amount. 

Charitable distributions would be 
treated as deductions from distributable 
net income rather than as deductions 
from gross income. The effect of this, 
said Mr. Smith, will be to treat the 
charitable organization as a beneficiary; 
as such, the various classes of income 
would be apportioned to its share. Other 
amendments to Section 642 would make 
it clear that a portion of any deprecia- 
tion or depletion allowances to which a 
trust or estate is entitled must be al- 
located to a charitable beneficiary, and 
that a trust or estate may deduct only 
that portion of estate tax which is at- 
tributable to so much of the income in 
tespect of a decedent as is taxable to the 
estate or trust. 

hange that would be especially wel- 
comed by fiduciaries deals with provi- 
sion of the Code that permits corpus de- 
duc (‘ons to be taken against income dis- 
trilbutable to a trust or estate benefici- 
ary. his has caused considerable diff- 
cul’; and resulted in some cases in ad- 
Justinents between beneficiaries and re- 
mainder interests. The amendment would 

(Continued on page 595) 
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Trustees and the Bar 


Poll Lays Basis for More Definitive 


CHARLES F. ZUKOSKI 


Executive Vice President and Trust Officer, First National Bank 


AMILIAR AS IS THE “STATEMENT OF 

Policies” it is pertinent to my dis- 
cussion here to outline its principal pro- 
nouncements: 


1. Trust institutions should neither 
perform services which constitute 
practice of law nor otherwise engage 
in such practice. They should be gov- 
erned in this by what in law or local 
procedure is considered the practice 
of law. 

2. The development of trust busi- 
ness should be on the basis of as- 
sistance to the customer in his busi- 
ness or financial affairs. In all legal 
questions which arise in the develop- 
ments of trust business, the trust in- 
stitution should advise the customer 
to confer with his own lawyer. 

3. Neither the -trust institution 
nor the attorney should interfere re- 
spectively with the business or profes- 
sional relationship existing between 
them and their customer or client, nor 
seek to displace his choice with respect 
to either of them without good cause. 
In all cases the interest of the cus- 
tomer or client is paramount. If the 
trust institution is asked by its cus- 
tomer to recommend counsel, it should 
submit the names of several attorneys 
in whom it has confidence, leaving the 
choice of one to the customer. 

4. A trust institution has the right 
appropriately to advertise its services 
but it should not, directly or indirect- 
ly, offer to give legal advice or render 
legal services or imply that the serv- 
ices of a lawyer are only secondary 
or ministerial or by virtue of the 
trust institution’s employment un- 
necessary. 

5. In the employment of counsel, 
the trust institution should, in the 
absence of compelling reasons to the 
contrary, engage the attorney who 
drew the instrument or who repre- 
sented the testator or donor. 


° 


The “Statement of Policies” also con- 
tained the recommendation by the Na- 
tional Conference Group that state and 
local bar and trust organizations should 
create joint conference committees to 
implement and effectuate these prin- 
ciples and the amicable solution of dis- 
putes. By 1954, trustmen and attorneys 
had in 10 states adopted, in whole or in 


From address at Second Southern Trust Con- 
ference, May 14, 1959. 


substance, the national “Statement of 
Policies,” and had, in some 32 addi- 
tional localities, adopted agreements or 
statements of their own drafting. In the 
five years since, other such statements 
and agreements, as well as_ standing 
committees, have doubtless come into 
being. There is today broad acceptance 
among both the bar and trust institu- 
tions of what Howard O. Edmunds, for- 
mer president of the Trust Division and 
chairman of its Committee on Relations 
with the Bar, described as early as in 
1935 as a “steadily increasing disposi- 
tion to respect each other’s rights and to 
recognize the outstanding and _ll-im- 
portant fact that the law is a profession 
and trusteeship is a business, and that 
neither one should arrogate to itself the 
professional status or the business status 
of the other.” 


The five points of the “Statement of 
Policies” have for the most part had the 
careful adherence of trust institutions 
over the country. Certainly it is their 
practice generally to employ the at- 
torney who drew the instrument or 
represented the customer-client to repre- 
sent them in all legal matters in connec- 
tion with the handling of estates and 
trusts. Certainly virtually all trust ad- 
vertising has refrained from offering to 
give legal advice or to render legal 
service and has recognized the important 
sphere of the lawyer. Certainly all trust 
institutions have striven to avoid inter- 
ference with the lawyer-client relation- 
ship and have regarded the customer- 
client’s interest as paramount. 


There have nevertheless arisen in the 
last few years causes of conflict which it 
would be wise for trustmen to under- 
stand and if possible resolve. These have 
generally stemmed from the lawyer’s in- 
creasing concern over what the Amer- 
ican Bar Association has termed “the 
mushrooming growth of special service 
organizations.” Attorneys over the coun- 
try have become painfully aware that 
accountants, tax experts, life insurance 
underwriters and trust institutions have 
developed procedures for assisting 


Relationships 


of Birmingham, Alabama 


people in particular fields which they 
believe are encroaching upon what they 
have traditionally regarded as their ex- 
clusive sphere. 


The criticism of trust institutions has 
related primarily to the first point of the 
“Statement” and has charged that trust 
institutions have in effect engaged in 
the practice of law. Secondarily, there 
has been some criticism that in the de- 
velopment of trust business trust institu- 
tions have advised customers concerning 
legal questions. 


The Connecticut Litigation 


In the Connecticut litigation, the 
Hartford trust institutions first obtained 
in the lower court what they felt was on 
the whole a favorable ruling.* In reach- 
ing its decision the Superior Court 
found that its determination basically 
depended on whether the defendant 
banks were in their fiduciary functions 
acting for themselves or for others. It 
found that an estate is not a legal en- 
tity and that it is the fiduciary as such 
which has rights and duties before the 
courts. In this decision the court had 
generally in its support decisions of the 
Supreme Court of Illinois, New York. 
Pennsylvania, North Dakota, Michigan, 
Ohio, Indiana and Kentucky, and of the 
Federal Court of Appeals of the District 
of Columbia. Apparently the courts of 
only one jurisdiction, Arkansas, have 
ruled to the contrary. 


The Connecticut Supreme Court of 


Errors reversed this finding.+ It held | 


that in disseminating general informa- 
tion concerning the application, scope 
and effect of various laws and in review- 
ing wills and trust agreements, each de- 
fendant bank was acting primarily for 
itself in the obtaining or holding of trust 


department customers. Those acts, it 7 


said, did not constitute the practice of 
law. But “in performing other acts and 
carrying on other practices, it was nol 
acting primarily for itself; it was ad: 


*See T&E, May ’57, p. 522. 
+See T&E, May ’58, p. 501. 
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ministering and settling the affairs of 
estates.” The Court cited no authorities 
in support of this finding. but it did 
go on to say that “the mere fact that it 
(each defendant) was not acting for it- 
self in performing an act or acts in or 
out of court does not, however, compel 
the conclusion that such performance 
constituted the practice of law.” The 
decisive question, it said, “is whether 
the acts performed were such as are 
commonly understood to be the practice 
of law.” The Court found the decision 
below in error insofar as it concluded 
as a matter of law that the acts and prac- 
tices complained of “could not and did 
not constitute the unlawful practice of 
law.” and remanded both cases, ap- 
parently with the intention of having 
the court below determine what is “com- 
monly understood to be the practice of 
law.” 


On the rehearing in the Superior 
Court, a new judge took over and en- 
tered a memorandum of decision adopt- 
ing in toto the form of judgment which 
the Bar Association had presented to it. 
This decision** found that the practices 
were commonly understood to be the 
practice of law and enjoined the de- 
fendants, under a penalty of $10,000, 
from — 


“preparing and filing documents in 
any Probate Court or with the State 
Tax Department or with the Internal 
Revenue Service, or appearing or be- 
ing represented in any Probate Court 
or before the State Tax Department 
or any representative thereof or be- 
fore the Internal Revenue Service or 
any representative thereof, on any 
matter with respect to which a hear- 
ing is required by law or a hearing is 
had though not required by law, or 
appearing or being represented in any 
proceeding, conference or negotiation 
wherein the legal rights, liabilities or 
interest of any estate or trust or of 
any parties interested therein are to 
be adjudicated, defined, determined, 
compromised or settled by any decree, 
judgment, order or ruling of any 
Probate Court or of the State Tax 
Department or of the Internal Rev- 
enue Service; including without limit- 
ing the intent or scope of the forego- 
ing the following matters: (1) the 
admission of a will to probate; (2) the 
determination of domicile and heirs- 
at-law and all jurisdictional quest- 
‘ons arising therefrom; (3) widow’s 
allowances; (4) applications for per- 
mission to sell the assets of fiduciary 
estates; (5) the valuation of closely 
eld corporations and of interests 
‘uch as leasehold estates and remain- 
ier interests; (6) the determination 
‘ what dividends and accrued inter- 
st shall be included in the inventory 
‘ a fiduciary estate; (7) the deter- 
‘ination of the ownership of house- 


**See T&E, Sept. ’58, p. 856. 
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hold property; (8) the compromise 
of claims for and against a fiduciary 
estate; (9) the determination of 
whether or not claims against an 
estate have been properly presented, 
of questions relating to statutes of 
limitation, and what, if any, prior- 
ities may exist in the order of pay- 
ment of claims against insolvent 
estates; (10) the determination of 
whether or not transfers were made 
in contemplation of death or were in- 
tended to take effect upon possession 
or enjoyment at or after death and 
whether or not to concede the tax- 
ability of the items involved therein; 
(11) the determination of allowable 
deductions under the succession tax 
law and what items, if any, ought to 
be included in the computation of the 
tax liability; (12) the completion of 
federal estate tax returns involving 
jointly owned property, marital deduc- 
tions and transfers prior to death; 
(13) the preparation and filing of 
preliminary and final accounts; (14) 
the making of the necessary calcula- 
tions in the distribution of estates; 
unless represented by a member of 
the Bar of this State in good standing 
who is not an officer, employee, serv- 
ant or agent of said defendant; pro- 
vided only, that no provision herein 
relating to the defendant’s appear- 
ance or practice before the Internal 
Revenue Service shall be effective 
insofar as the laws of the United 
States require or permit otherwise.” 


This decision is now pending before 
the Supreme Court of Errors. The litiga- 
tion is discussed at length here, not be- 
cause of any special concern for the 
Connecticut banks who are well able to 
contend for their own interests as they 
see them, but because many conscien- 
tious trustmen fear that the decision of 


the lower court which the Bar now seeks 
to sustain goes beyond reasonable 
lengths in restricting the functions of 
trust institutions, and may, if affirmed, 
be utilized by the bar as the basis for a 
determined effort to bring about similar 
rulings over the rest of the country. 

It is important to note that the Con- 
necticut banks always pursued in their 
development of new business the prac- 
tice of having their customers utilize the 
legal services of outside independent 
counsel in all matters of estate planning. 
To have utilized attorneys employed by 
the banks would in effect have been to 
furnish legal services or to give legal ad- 
vice to others for the compensation of 
the resulting appointment as executor or 
trustee. This would undoubtedly have 
constituted the practice of law. 

What the Connecticut banks did and 
have sought in the litigation to justify 
related largely to acts performed after 
their appointment as executor or trustee. 
After such appointment, it is their posi- 
tion, counsel employed by them are their 
counsel and may be either counsel regu- 
larly on their staff or outside attorneys. 
After appointment, the fiduciary basic- 
ally is acting for itself in the discharge 
of duties and obligations it owes to 
others. The fiduciary is the only legal 
entity recognized by the law. The 
“estate” or the “trust” are merely con- 
venient terms for referring to an aggre- 
gate situation. The fiduciary seeks legal 
advice or obtains legal services, where 
necessary, so that it may properly per- 
form its functions and may avoid liabil- 
ity for failure to do so. The lawyer em- 
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ployed by the fiduciary represents only 
the fiduciary. If beneficiaries or credi- 
tors or others having any interest in the 
estate or trust need or want legal repre- 
sentation, they in turn will employ coun- 
sel of their choice. The fiduciary should 
not employ counsel to perform services 
except when in its opinion it is neces- 
sary in the best interests of the estate 
or trust for the fiduciary to obtain such 
service. The fiduciary has the right to 
prescribe the scope of the legal services 
to be rendered, just as any other client, 
and to discharge counsel if it sees fit to 
do so. The fiduciary is personally liable 
for the acts of any counsel employed 
by it and for payment of his compensa- 
tion. Counsel owes the duty of loyalty 
to the fiduciary as his client. It is con- 
fusion of thought and principle, the 
Connecticut banks contend, to consider 
counsel for the fiduciary as rendering 
legal services or giving legal advice for 
others within the meaning of what con- 
stitutes the practice of law. 

‘The American Bar Association in its 
brief, amicus curiae, contended that the 
executor or trustee does not act pri- 
marily for itself. It argued that the vice 
of the fiduciary using salaried lawyers is 
that the salaried employee “cannot be 
completely disinterested. . . . To permit 
the trust company’s employees to handle 
the legal affairs of the trust is, we sub- 
mit, against public policy because there- 
by the ‘latter is deprived of the offices 
of an independent legal counsellor.’ ” 
The estate or trust, and its creditors and 
beneficiaries are in effect the parties 
who are represented by counsel and in 
that representation they are entitled to 


have counsel who are not narrowly 
bound by salaried employment to the 
interests of the corporation employer. 
The doctrine urged by the bar as- 
sociations that the lawyer employed by 
the executor or trustee is not just his 
lawyer, but possesses certain vague but 
nevertheless important duties to protect 
the beneficiaries and creditors against 
possible misconduct of his employer, is 
a novel one for which few, if any, per- 
tinent authorities are cited. It would 
seem to set up the legal profession as a 
public guardian for all having equitable 
interests in estates or trusts. This is con- 
trary to the concept of the duty of un- 
divided loyalty of the lawyer to. his 
client, and of the obligation of the 
lawyer not to represent clients with pos- 
sibly conflicting interests. It flies in the 
face of the fact that the testator has ap- 
pointed the fiduciary to protect the in- 
terests of his beneficiaries, and has not 
appointed for this purpose the lawyer 
employed by the fiduciary to render 
legal service to the fiduciary. It ap- 
parently violates the decisions of every 
court of last resort which has passed on 
the question except that of Arkansas. 
The concern of the bar has apparent- 
ly ignored the almost universal practice 
of individual executors and trustees to 
do in the administration of estates and 
trusts all of the acts complained of when 
performed by corporate fiduciaries. In 
Connecticut, and certainly in many 
other states, individuals are acting as 
executors and trustees of countless 
estates and with the active help and en- 
couragement of probate courts are fil- 
ing wills for probate, preparing inven- 
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tories and settlements, handling tax ne- 
gotiations and doing most of the things 
which the Connecticut Superior Court 
would enjoin corporate fiduciaries from 
doing. These individals are representing 
beneficiaries and creditors just as much 
as their corporate counterparts and to 
the extent that they are involved in acts 
which are legal in nature they would 
be just as vulnerable to the contentions 
of the bar as are the Connecticut banks, 
Yet for generations individuals have 
been acting in this manner without 
serious criticism from the bar, for the 
simple reason that the common law has 
considered that they were acting pro se 
and thus were not rendering legal sery- 
ices or giving advice for others. It is 
true that corporate fiduciary administra- 
tion is an organized business and has a 
greater impact on what the attorney 
considers to be his sphere, but this goes 
not to the legalities of the matter but to 
what as a matter of comity and policy 
it is wise for the corporate fiduciary to 


do. 


We should be gravely concerned, too, 
with the extremity to which the decree 
prohibits acts of the corporate fiduciary 
unless represented by counsel not its 
employee. The decree enjoins the bank, 
not only from filing any document in 
court but even from preparing any docu- 
ments however simple that are to be filed 
in the probate courts or with any taxing 
authorities. It enjoins not only any ap- 
pearance by them in any court. but 
would bar their appearance before any 
tax representative, state or Federal, at 
any hearing, formal or informal. con- 
tested or uncontested, required by law 
or not, wherein any legal rights are to 
be determined or settled. It would pre- 
vent the bank fiduciaries from appear- 
ing at any proceeding or even at any 
conference or negotiation in this connec- 
tion. It enjoins determination by the 
corporate fiduciary, unless represented 
by independent outside counsel. of 
simple questions of domicile, and of 
who are heirs at law, and of widow's 
allowances. It bars the corporate fidu- 
ciary from valuation of closely held 
corporations or of real estate interests, 
from determining what dividends and 
accrued interest should be included in 


inventories, from compromising any 
claim, however simple for or against an 
estate, from deciding whether or not 


claims, however simple, have been }rop- 
erly presented and what their priority 
may be, from determining what are 
allowable deductions for succession tax 
purposes, from preparing and filing pre- 
liminary and final accounts and ‘rom 
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making the necessary calculations in 
the distribution of estates. It would, in 
intention and in fact, prohibit countless 
acts which corporate fiduciaries have 
become especially competent to perform 
without the assistance of outside counsel 
and which they have long considered the 
routine conduct of their business. 


In the briefs, the bar associations 
have stated that the Connecticut banks 
“are notably out of step with the other 
trust companies in the United States.” 
While it is probably true that the Con- 
necticut banks have followed certain 
practices, particularly in the area of 
court appearances, which are not gen- 
erally followed by corporate fiduciaries 
in other jurisdictions, it would be a 
grave error to assume that corporate 
fiduciaries throughout the country do 
not perform many of the acts which the 
decree would enjoin. Corporate fidu- 
ciaries almost everywhere do prepare 
and even file many of the documents 
prohibited in the decree, enter into 
many conferences and _ negotiations 
which the decree would prevent, make 
determinations based upon well-estab- 
lished principles of law, and otherwise 
conduct their business of administering 
estates and trusts in ways which would 
become impossible should this decree 
become the law in their jurisdictions. 

The decree goes much too far on any 
theory, and I believe I reflect the opinion 
of at least a great many trustmen over 
the United States when I say that it 
would greatly tend to relegate the ad- 
ministrative aspects of the business of 
corporate fiduciaries to largely minister- 
ial functions and would thus have to be 
vigorously resisted in every state where 
it should be urged for emulation. In 
many states I believe trustmen would 
take the matter to the courts, to the 
public and to the legislature rather than 
submit. It is greatly to be hoped that in 
the pending appeal it will not be per- 
mitted to stand. 

The growth of knowledge and the in- 
creasing complexity of civilization have 
made it necessary and advantageous for 
men to concentrate on and practice spe- 
cial skills. In the field of law, the bar 
has quite naturally been concerned over 
the extent to which this tendency toward 
specialization has transcended the 
bounds of the profession. It is one thing 
for lawyers to specialize among them- 
selves, but it is quite another thing for 
those not generally trained in the law to 
uncertake and absorb some of the law- 
ye: s traditional functions. 


\otwithstanding our disagreement 
With the legal theory upon which the 
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bar in the Connecticut litigation has pro- 
ceeded, we can all understand why it 
may resist practices of trust institutions 
which have been taking over segments 
of what had been traditionally consid- 
ered the lawyer’s sphere. It may be that 
many individuals have administered 
estates and trusts without benefit of 
lawyer help. The bulk of them, however, 
have obtained both legal and practical 
help from lawyers and the escape of 
others from that necessity has posed a 
very minor problem for the bar in com- 
parison to that of the modern corporate 
fiduciary. But while this concern is a 
natural reaction of the bar, it is proper 
to examine to what degree this trend is 
simply an evolution of the times, and 
especially to what extent the practices 
of the corporate fiduciaries are wholly 
justified applications of matters of law 
by them to their daily business. As Dean 
Ervin N. Griswold of the Harvard Law 
School said in a 1955 American Bar 
Association Journal article, which re- 
lated to accountants but is equally ap- 
plicable to trust institutions: 

“The point is this: The problem is 
often put in terms of ‘practice of 
law.’ Only lawyers can ‘practice law,’ 
it is said, and if what an accountant 
is doing is ‘practice of..law’ then he 
is acting improperly. 

“T feel fairly sure myself that this 
is not a sound way to approach the 
problem. The trouble is that it really 
begs the question. If we start with 
that approach, then the conclusion is 
going to follow as surely as the night 
follows the day that much of what 
the accountants have long and cus- 


tomarily done is improper for them 
to do. The people who think in terms 


of ‘practicing law’ — and this in- 
cludes many of those who have been 
active on unauthorized practice com- 
mittees — proceed from that major 
premise to a minor premise that if 
the problem involves a matter of law, 
such as the application of a statute 
or regulation or court decision, then 
it is ‘practice of law’ and can only 
be done by a lawyer. 

“But this is surely too broad. Must 
all policemen be lawyers? They are 
surely involved in applying statutes 
and regulations, and court decisions. 
Their actions are not merely min- 
isterial by any means, Must all city 
clerks be lawyers? Must the doctors 
in health departments all be lawyers, 
too? Must all legislators be lawyers? 
Obviously, there are many thing in- 
volving the law and its application 
which can and must be done by non- 
lawyers. The ‘practice of law’ formula 
is not a safe and sound approach, it 
seems to me, if it is taken to include 
a rule that any matter involving ap- 
plication of statutes, regulations and 
court decisions can only be handled 
by a lawyer .. .” 


But enough for the legalities! Trust 
institutions and lawyers need to know 
what the law does or does not permit us 
to do, so that we will have some basic 
guiding lines for our conduct. Much 
more important is it that we shall dis- 
tinguish between what is law and what, 
in the interests of both the legal pro- 
fession and the corporate fiduciaries, 
and especially in the interest of the client 
and customer we both serve, is good 
practice. If we fail, on the one hand, to 
keep our legal thinking straight, we 
may find ourselves bound by extreme 
compulsions. 


(Continued on page 613) 
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FIGURES DON’T LIE BUT — 
MR. McDONALD FIGURES 


The public has recently been treated 
to some statistical acrobatics in page 
advertisements in the nation’s leading 
papers (May 14 and 19) signed by 
president David McDonald of the United 
Steelworkers. His comparison of profits 
and labor costs in the steel industry is a 
masterpiece of double-talk and decep- 
tion, comparing wage costs per sales 
dollar with total dollar profits in 52 and 
’58, which has as much comparability 
as horses and apples. Naturally he chose 
°52 for “comparison,” it being far the 
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lowest profit year of the decade and thus 
making °58 figures show the largest in- 
crease, 

Mr. Mc. knows better; and so do a 
great many more people than he ap- 
parently believes. His half-baked finan- 
cial cake-mix is an insult to the intelli- 
gence of his own membership. They are 
entitled to expect honest comparisons 
from their leaders; they are apparently 
able to get them from their industry for 
Mr. Mc. quotes from the U. S. Steel 
Corporation’s own financial statistics. 

Will the United Auto Workers also 
make similar comparisons for American 
Motors Corp. showing profit increase of 
infinity (over the deficit of 1952) and 
conclude that they should have an equal 
percentage increase in wages? And why 
not mention that taxes took millions 
more out of the industry each year than 
total after-tax profits, that in fact they 
were triple the amounts received by the 
stockholders whose money takes the 
major risks? Lower taxes would allow 
more for wages, dividends and price re- 


550 


ductions. Why didn’t Mr. Mc. mention 
that the major portion of this “profit” 
(averaging 6.4% on sales dollar for the 
past ten years) was reinvested in the 
business so that it could keep up-to-date 
and meet pay-roll and other expenses? 

Since Mr. Mc. has evinced such a 
fondness for figures, let us offer these, 
from the U. S. Dept. of Commerce: the 
Consumer Price Index, (1947/9 = 
100) was 123.7 at the end of 1958; 
the manufacturing production-worker 
payroll index, on the same base, stood 
at 160.4 at the end of ’58. Or just take 
his own pet year of ’52 for comparison: 
per-hour wages averaged $2.265 in 
1952, and $3.497 in 58. Unlike profits, 
they went up every year. 

Who’s fooling whom? As Will Rogers 
said “It ain’t what we don’t know that 
hurts us; it’s what we know that ain’t 
so.” To arrive at just and intelligent de- 
cisions, employees are entitled to fair 
and intelligible facts, for as a great 
public relations expert said: “Never 
overestimate the people’s knowledge, 
but never underestimate its intelligence.” 


A A A 


Women in Banking 


Women today have great influence in 
the financial world, in the consumers’ 
market, and in banking — both as custo- 
mers and as bank officers, Miss Mary 
DeMartini, assistant trust officer of First 
National Bank of Oregon, Portland, told 
the Pacific Northwest Conference Bank- 
ing at Pullman, Wash., on April 10. 
Since 1956, she cited, Harris Trust & 
Savings Bank, Chicago, has had a pro- 
gram of calls on women customers made 
by women staff members. La Salle Na- 
tional Bank en- dian ais 
gaged a woman in- 
terior decorator to 
make the sur- 





roundings appeal 
to women. 
Historically, Pris- 


cilla Wakefield es- 
tablished the first 
savings bank in England. About a hun- 
dred years later, around 1919, New 
York City banks were opening women’s 
departments and placing women in 
charge, and in the same era, on the Pa- 
cific coast, Bank of America took similar 
action. Now 10,000 women hold bank 
executive positions. 

Today women bank officers are en- 
gaged in every type of banking activity 
including trust, investment, research, 
statistics, safe deposit and public rela- 
tions. The National Association of Bank 
Women, formed in 1921, has among its 
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President Eisenhower cuts birthday cake 
marking 25th anniversary of Export-Import 
Bank (Feb. 12th) as Samuel C. Waugh, 
Bank president, looks on. Mr. Waugh, a past 
president of the American Bankers Associa- 
tion Trust Division, was formerly president 
of First Trust Co., Lincoln, Neb., and as. 
sistant secretary of state for economic affairs 
before moving to his present post. 





3,200 members board chairmen, direc- 
tors, presidents, vice presidents, and 
trust officers as well as assistant vice 
presidents, assistant trust officers and 
others. Mrs. Nancye B. Staub, assistant 
vice president and trust officer of Trust 
Company of Morris County, Morris- 
town, N. J., was asked by her bank to 
establish a new business department and 
has shown a yearly production in excess 
of $4,000,000. 

Another trust woman of wide reputa- 
tion is Miss Catherine B. Cleary, vice 
president of First Wisconsin Trust Co., 
Milwaukee, who has served as Assistant 
Treasurer of the United States. 

Recognizing a woman with a title 
when doing work comparable to that of 
a male executive gives her stature and 
prestige in the community as well as 
raising her own self esteem, Miss De 
Martini said. 

Miss De Martini then described 
her own work as the first woman execu- 
tive in her trust department. She was 
assigned to new business development — 
primarily but not exclusively among 
women. She speaks before women’s 
groups, calls on customers and _ pros- 
pects, arranges for trust programs to be 
presented at branches throughout the 
state. She makes periodic calls on custo- 
mers who have set up various kinds of 
trust accounts through her assistance. 

Many women customers have e€x- 
pressed preference for doing business 
with another woman, the speaker said, 
because they feel more comfortable. 
They are often embarrassed to have 4 
man know of their lack of knowledge in 
business. Women executives in banking 
are not trying to take a man’s piace, 
Miss De Martini observed. “There is 4 


definite niche for each of us.” 
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Cross CURRENTS IN WorLD OIL 


One of the most significant postwar 
changes in the oil industry has been 
large-scale foreign expansion for domes- 
tic companies. Prior to World War II 
there were relatively few United States 
companies operating abroad; and _ be- 
cause of substantial capital require- 
ments for foreign exploration and pro- 
duction, such activities were concen- 
trated in the larger companies such as 
Gulf Oil, Socony Mobil, Standard Oil 
of California, Standard Oil (New Jer- 
sey) and Texaco, At the end of World 
War II only 13 American companies 
were active abroad; today there are 200 
companies actively engaged in explora- 
tion or production in 74 foreign coun- 
tries. 

A tremendous increase in foreign oil 
reserves has resulted. Between the end of 
1938 and 1957, U. S. crude reserves 
(after allowing for production) rose 
from 17.3 to 30.3 billion barrels—an 
increase of 75%. During this same 
period crude reserves in the foreign free 
world rose from 12.4 to 205.3 billion 
barrels—an increase of 1,556%! 

Within the past 20 years there has 
been a significant shift in the center of 
gravity of the world’s petroleum supply 
from the United States to the Middle 
East. At the end of 1938, the United 
States possessed 59% of the free world’s 
known reserves while the Middle East’s 
share was only 17%. By the end of 
1957, however, United States reserves 
represented only 13% of the free world’s 
total and the Middle East position had 
cimbed to 72%. 


Due to rising wage and material costs 
and the necessity to drill to greater 
} . 
depths, the cost of finding and deyelop- 


ing new reserves in the United States has. 


seen Increasing steadily for more than a 
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decade. The domestic oil industry gen- 
erally has been spending more money 
per foot of hole drilled for fewer barrels. 

It is becoming increasingly difficult to 
find large new reserves. During the 
past four or five years not a single field 
of major size (100 million barrels or 
more) has been discovered. Despite a 
high level of exploratory and develop- 
ment drilling in this country, about the 
best we can do is to find sufficient new 
reserves to offset production. Eventually, 
the Gulf Coast and California offshore 
areas are expected to yield large oil and 
gas reserves; however, long payouts and 
the unsettled controversy between the 
Government and the states as to off- 
shore limits of ownership have retarded 
exploratory and development activities. 

A reasonable estimate of the average 
cost of finding a barrel of crude in the 
United States today, probably is between 
$1.50 and $2.00 vs. substantially lower 
costs in many foreign areas. Even with 
import controls, the domestic situation 
is further complicated by existence of 
large low-cost foreign reserves seeking a 
market which creates difficulty for the 
domestic producer in raising crude 
prices sufficiently to offset higher dis- 
covery costs. The strictly domestic crude 
producing company today is caught in 
a rather severe cost-price squeeze. Thus, 
many integrated companies as well as 
crude producers have gone abroad in 
the last few years to develop low-cost re- 
serves. 

Postwar domestic oil demand has in- 
creased about 5% per year whereas the 
rate of growth in the foreign free world 
has averaged about 10% per year. Al- 
though these rates may diminish some- 
what, reasonable long term projects in- 
dicate growth for the United States of 
3% to 4% per year over the next de- 
cade, with about double that for the 
foreign free world on average. 

Another lure for domestic companies 
to “go international” is freedom to 
exploit a discovery. Here conservation 
laws frequently place sharp restrictions 
on output, which results in stretchout of 
the payout period. Producing wells in 
the United States in recent years have 
averaged only 12 to 13 barrels per day. 
In striking contrast, a good well in 
Venezuela can produce 2,000 barrels 
daily and in the lush fitlds of the Middle 
East yields soar to an amazing 6,000 
barrels. Also wells in many foreign 
areas are shallower and cheaper to drill; 
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therefore, return on invested capital 
usually is considerably higher. 

Over the next few years increasing 
pressure will be placed on major inter- 
national operators to alter concession 
agreements to provide for some revision 
of the traditional 50-50 profit pattern. 
Some pressure also probably will be 
brought by producing countries to ob- 
tain a share of refining and marketing 
profits and possibly even a management 
or ownership role. 

Although gradual erosion of the 50-50 
pattern is a reasonable expectation, the 
major international companies appear to 
be in fairly strong bargaining position. 
A worldwide oversupply of crude prob- 
ably will exist for at least a few years, 
and the companies possess alternate 
sources of supply in event of stoppage. 
In addition, these worldwide transporta- 
tion, refining and marketing facilities 
provide ‘the basis for substantial oil in- 
come of these countries. With petroleum 
demand in the foreign free world rising 
about twice as fast as in the United 
States, rising volume should offer a siz- 
able counterbalance to gradual adjust- 
ment in the 50-50 pattern. 

Although the possibility of a Russian 
trade offensive in oil must be recog- 
nized, the likelihood that this will ma- 
terially affect the world price structure 
over the near term through dumping is 
remote. Most experts believe that this 
will come in isolated markets where they 
seek temporary political advantage, or 
when they have a surplus of crude, or 
simply as a means of acquiring foreign 
exchange. Thus, although the possibil- 
ity of Russia’s use of its exportable sur- 
plus as an economic weapon in the cold 
war must be watched closely, the real 
danger still appears to lie in Communist 
infiltration and other moves to control 
major oil producing areas. 

In January 1957 a general advance in 
domestic crude prices averaging 25c a 
barrel took place. Since then downward 
price adjustments ranging from 5c to 
50c a barrel have affected about half of 
total domestic production and have 
wiped out much of the benefit of the 
1957 advance. This resulted not only 
from oversupply but also from soft 
product prices and attempts by refiners 
to price crude more nearly in line with 
refined products and to adjust values of 
competitive crudes. These new pricing 
trends tend to penalize high-gravity 
crude- and condensate,which produce 
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Atlas Corporation 


33 Pine Street, New York 5, N.Y. 


Dividend No. 12 


on 5% Cum. Preferred Stock 





e Regular quarterly of 25¢ per 
share 


e Payable June 15, 1959 
e Record May 29, 1959 


WALTER G. CLINCHYy, 


Treasurer 
May 18, 1959 











YALE & TOWNE 
Declares 285th Dividend 
37'2¢ a Share 


On May 28, 1959, 
dividend No. 285 
of thirty-seven 
and one-halfcents 
per share was 
declared by the Board 
of Directors out 
of past earnings, 
payable on 

July 1, 1959, to 
ry stockholders of record 
at the close of business 
June 12, 1959. 









Wm. H. MATHERS 


Vice-President and Secretary| 


THE YALE & TOWNE src. co. 


Cash dividends paid in every year since 1899 
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Public Service Electric 
and Gas Company 


NEWARK.N. J. 





QUARTERLY DIVIDENDS 


The Board of Directors has de- 
clared the following dividends 
for the quarter ending June 


30, 1959: 
Class of Dividend 
Stock Per Share 





4.08% Cumulative Preferred . . $1.02 
4.18% Cumulative Preferred... 1.045 
4.30% Cumulative Preferred. . 1.075 
5.05% Cymulative Preferred. . 1.2625 
$1.40 Dividend Preference... .35 
Common ........ oe 
All dividends are payable on or 
before June 30, 1959 to stock- 
holders of record May 29, 1959. 


J. IRVING KIBBE 
Secretary 


| JPUBLIC SERVICE 
CROSSROADS OF THE EAST 











gasoline of lower octane than middle- 
gravity oils, and low-gravity crude 
which produces a high proportion of 
low-value heavier products. 


Now with better supply-demand bal- 
ance for crude and refined products de- 
veloping, with refined product prices 
recovering and import controls, the odds 
would seem to favor stabilization of the 
domestic price structure with at least 
some selective crude price cuts being re- 
stored. Nevertheless, the new basis for 
pricing appears likely to replace the 
former practice of making general 
changes in crude postings. 


Until recently, world crude prices 
have been based on Gulf Coast postings, 
adjusted for transportation. With im- 
port restrictions creating an artificial 
barrier to an unlimited volume of for- 
eign crude, and with a growing number 
of companies developing production 
abroad and seeking market outlets in a 
period of worldwide crude surplus, there 
is a trend toward pricing crude in the 
Middle East, Far East and South 
America independent of Gulf Coast post- 
ings. Recent crude cuts in Venezuela and 
the Middle East appear to confirm this 
trend. 


Since the end of World War II nat- 
ural gas has been making steady inroads 
into the market for petroleum products, 
particularly light heating oil for home- 
heating and residual for heating and 
industrial use. Being cheaper, clean- 
burning and easy to handle, natural gas 
found ready acceptance in these cases. 
At the wellhead the average price of 
gas is only 20% of crude oil on a 
B.T.U. basis, primarily due to its regu- 
lated status. 

Relaxation or elimination of controls 
on gas prices at the wellhead, increased 
costs of pipeline construction and more 
intense efforts by the oil industry to 
market fuel oils may tend to moderate 
the high rate of growth of natural gas, 
but it will likely continue to increase its 
share of the combined domestic oil and 
gas energy market over the next decade. 


Domestic crude producers have been 
the target of sale to or merger with 
larger companies in recent years, and 
this trend seems likely to accelerate as 
rising discovery and development costs, 
long property payouts because of crude 
oversupply, artificial production con- 
trols, and relatively stable prices com- 
bine to place many of these companies 
in a cost-price squeeze. This has been 
further aggravated over the past year 
by a series of crude cuts in certain areas 
due to severely depressed refinery mar- 
gins which forced refiners to re-evaluate 


crude on the basis of realization valucs. 
Although import controls probably will 
stabilize prices, the world-wide surplus 
effectively places somewhat of a ceiling 
on domestic prices and with costs ex- 
pected to continue rising more smaller 
producing companies will be absorbed 
by larger companies. With discovery and 
development costs running $1.50 per 
barrel or more, it is cheaper to acquire 
reserves via the stock market. 

Oil stocks as a group have been con- 
sistent laggards in the general market 
advance since December 1957. The in- 
dustry today, as always, faces numerous 
uncertainties but oil stocks now appear 
to represent good investment values 
which probably would resist a general 
market decline better than many other 
groups. Long term investors with well- 
diversified portfolios would therefore 
seem justified in maintaining at this 
time 10%-15% of aggregate market 
value of common stock holdings in se- 
lected oil equities. . 

Car M. HEss 
DOMINICK & DOMINICK 


GrowTH Rates, EARNINGS, AND 
P/E Ratios as INVESTMENT GUIDES 


For the past several years, the stock 
market and the investment fraternity 
have been preoccupied with the concept 
of “growth.” A brief analysis of growth 
rates by industry, growth in sales and 
per share earnings by company and the 
corresponding increase in price-earnings 
multiples points out several areas for 
thought by the investment manager. In 
particular, there has been a decided dif- 
ference in growth rates in the two phases 
of the post war years. Growth in the 





TABLE [ 


AVERAGE YEARLY GROWTH RATE OF NET 
EARNINGS OF SELECTED INDUSTRIES 
(Standard & Poor’s Industry Groupings) 


1946- 1946- 1954- 
1958 1953 1952 


Aluminum __. 8 12 —1 
Automobiles 15 29 —8 
Building 

Materials —..____.__.. 9 8 9 
Chemicals ___. 7 8 0 
Containers 

(metal and glass) ‘| 8 6 
I st 5 14 —_— 
i 5 —5 20 
Electrical Equip.. 17 23 7 
oS 2 1 6 
Lo SR SR ee 10 15 2 
Paper 5 9 —3 
Retail — 

Dept. Stores —l —B5 4 
Retail — 

Food Chains _____. 4 2 " 
ah TE aR 10 16 5 
TORSGCO: <== 7 3 14 
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first half dozen years after the war far 
exceeded in most cases the growth rates 
of the most recent five or six years. 
Needless to say, this growth has varied 
by industry, by products within indus- 
tries, and by company. 

\ssuming that earnings and the out- 
look for growth in earnings — as re- 
flected in price-earnings ratios — are 
the two main determinants of stock 
prices, then an examination of each of 
these areas leads to an interesting con- 
clusion. Broadly stated, it appears that 
share prices of a goodly number of lead- 
ing companies today reflect more the 






















growth pattern of earnings in the 1946- 
53 period rather than the more recent 
past; conversely, some companies which 
have been surrounded by an aura of 
“stability” or “undynamics” have done 
quite well earnings-wise in the recent 
past and, nevertheless, are still almost 
“reasonable” on a price basis. 

Of more particular note is the wide 
variation in growth rates in post war 
1946-1953 and 1954-1958. Major indus- 
try groups with sharply higher growth 
rates in latter years than in the earlier 
period are drugs, foods, department 
stores, food chains, and tobaccos. All of 





TABLE II: 











RATES OF GROWTH 
(Annual Rates of Growth Compounded) 








ALLEGHENY LUDLUM STEEL 


AML 


record at 


CORPORATION 


Pittsburgh, Penna. 


At a meeting of the Board of 
Directors of Allegheny Ludlum Steel 
Corporation held today, May 22, 
1959, a dividend of fifty cents (50¢) 
per share was declared on the Com- 
mon Stock of the Corporation, pay- 
able June 30, 1959 to shareowners of 

the close of business on June 12, 1959. 


S. A. McCASKEY, Jr. 











AY 








Secretary 
e.. 
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Zo UNITED FRUIT 










Consecutive 
Quarterly Dividend 











Federal Reserve Index _. 





Gross Nat’l Product (’58 Dollars) 


Earnings — all corps. (after tax) . 
Std. and Poors — Industrials __........____ 


1946-1958 1946-1953 1954-1958 
2.9% 4.0% 2.1% 
3.4 6.1 a4 
2.5 4.4 1.7 

11.1 17.0 2.5 


A dividend of fifty cents per share 
on the capital stock of this Com- 
pany has been declared payable 
July 15, 1959, to shareholders of 























TABLE III: AVERAGE YEARLY GROWTH RATES (%) 
Sales and Per Share Earnings 
Selected Paper-Container Companies 


Earnings Per Share 





















Sales 
Companies 1947-58 1947-53 
Scott ionecec:s, Ae 21% 
Kimberly-Clark ___ 13 12 
int Peper . 11 14 
Crown Zellerbach _. 11 12 
ee ere: 8 
Owens-Illinois... 8 7 
Anchor-Hocking __.. 7 9 
American Can ____.. 11 12 
Continental Can_._.._ 14 13 
Container Corp... _—s- 8 9 
Champion ............ 6 7 
Roh. SOO 11 7 
West Virginia... 9 13 
Weyerheuser ___ 9 14 


Great Northern _ 














1954-58 1947-58 1947-53 1954-58 

6% 14% 19% 8% 
15 3% 5 > 

7 2 5 — 
10 2 2 2 
19 5 i 11 
10 10 8 13 

5 11 9 15 
10 5 7 rs 
16 6% 3 11 

8 4 1 8 

6 5 3 1 
16 9 20 —3 

5 —2 2. 4 

9 5 6 12 

4 —10 1 —22 































= a 
ifs 
Company ees c= S 
+82 dss 
eR $1.11 $3.10 
Kimberly-Clark _. 2.25 2.95 
Int'l Paper ______ 4.68 6.50 
Crown Zellerbach _. 2.20 2.80 
Mead _____ ee 2.07 2.75 
Owens-Illinois ___. 2:22 5.00 
\nchor-Hocking ___ 1.01 2.65 
American Can _._. 2.28 2.90 
Continental Can _ 2.02 3.40 
Container Corp. 95 1.50 
Champion 1.75 2.60 
St. SN tee 2.09 2.90 
West Virginia 2.67 2.25 
Weyerhaeuser ___. eh 1.70 
Great Northern ___. 4.69 1.00 






TABLE IV: 
Y% CHANGE EARNINGS RELATED TO % CHANGE PRICE-EARNINGS MULTIPLE 
Current (1958-1959) vs. 1947-1949 
Selected Paper-Container Companies 


Ry 

% i » ate x 

Go oS oF 

™ 23 - L Zo - 

Ss EAN oz Ss 
182 11.8 26.0 120 
31 5.9 21.5 264 
38 4.8 20.4 312 
27 4.6 20.7 350 
33 3.1 14.8 377 
125 14.9 18.4 23 
162 1.9 13.5 71 
27 9.8 16.5 68 
68 8.8 14.6 66 
58 3.9 18.8 382 
49 3.5 19.3 451 
39 5.4 15.2 219 
—16 4.0 23.2 420. 
53 7.0 28.0 300 
—T719 8.6 41.0 377 
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record June 12, 1959. 


EDWARD D. TOLAND, Jr. 
Secretary and Treasurer 
Boston, Mass., May 18, 1959 
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Southern California 


Edison Company 


DIVIDENDS 


The Board of Directors has 
authorized the payment of 
the following quarterly divi- 
dends: 


ORIGINAL PREFERRED STOCK 
Dividend No. 200 
65 cents per share; 


CUMULATIVE PREFERRED STOCK, 
4.32% SERIES 

Dividend No. 49 

27 cents per share. 


The above dividends are pay- 
able June 30, 1959, to stock- 
holders of record June 5. 
Checks will be mailed from 
the. Company's office in Los 
Angeles, June 30. 


P, C, HALE, Treasurer 






May 21, 1959 

































these depend more or less on consumer 
spending which has been one of the 
major props of the economy in this five 
year period. 

The highest growth rates for the full 
period 1946-1953 were shown by electri- 
cal equipment and automobiles — al- 
though the latter lagged badly in the 
1954-1958 period. The most consistent 
performer has been building materials 
and the worst department stores. 

The industry comparisons make inter- 
esting contrast with the overall indices 


shown in Table II. 


Of the various industrial groups 
above, all except department stores and 
foods showed growth rates exceeding the 
3.4% figure for the F.R.B. Index of In- 
dustrial Production, and the 2.9% of 
G.N.P. for the period 1946-1958. 

Looking into these industries a little 
further, however, some products within 
the industry have entirely different 
growth rates from the industry overall. 
For instance, the average growth rate 
for polyethelene over the past five years 
has been perhaps 45-50%, as compared 
with less than 2% for explosives; both 











May 15, 1959 
SERVING THE MIDDLE SOUTH 
Arkansas Power & Light Company 


DIVIDEND NOTICE 
MIDDLE SOUTH UTILITIES, INC. 


The Board of Directors has this day de- 

- clared a dividend of 47%2¢ per share on 
the Common Stock, payable July 1, 
1959, to stockholders of record at the 
close of business June 10, 1959. 


D. J. WINFIELD 
Treasurer 


Louisiana Power & Light Company 


Utility service by tax-paying, 
publicly-regulated companies 
made this dividend possible. 


Mississippi Power & Light Company 
New Orleans Public Service Inc. 
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Checks will be mailed. 


New York, May 20, 1959 


A Louillaed Company 


AMERICA'S FIRST TOBACCO MERCHANTS ESTABLISHED 1760 


DIVIDEND NOTICE 


Regular quarterly dividend of $1.75 per share on the Preferred Stock 
and regular quarterly dividend of 50¢ per share on the split Common 
Stock of P. Lorillard Company have been declared payable July 1, 
1959, to stockholders of record at the close of business June 3, 1959. 


The dividend-on the Common Stock is equivalent to $1.00 per share 
on the old Common Stock before the recent split. 








G. O. DAVIES, Treasurer 














Sennen 
OLD GOLD STRAIGHTS KENT NEWPORT EMBASSY 
Regular Regular King Size MURAD 
Crush-Proof Box King Size Crush-Proof Box §HELMAR 
OLD GOLD FILTERS Crush-Proof Box 
Smoking Tobaccos Little Cigars Chewing Tobaccos 
BRIGGS BETWEEN THE A BEECH-NUT 
UNION LEADER _ BAG 
FRIENDS awe 
INDIA HOUSE HAVANA BLOSSOM 








of these fall in the chemical industry, 
where the overall growth rate was 6%. 
Many similar comparisons could be 
made. 


Turning to the more familiar tools of 
analysis, the price-earnings ratio and 
per share earnings as well as overall 
sales growth, one gets a somewhat dif- 
ferent picture. Sales or volume indices 
alone do not give a completely accurate 
picture. As example, plywood produc- 
tion increases virtually every year, but 
because of the poor price structure in 
the industry, earnings do not necessarily 
follow. The “profitless prosperity” of 
air transport is another extreme exam- 
ple. A more familiar current example 
would be petroleum, where demand has 
increased every year, but product price 
pressure has impeded profit growth. 


In order to measure “growth,” per- 
haps the two best measures are average 
annual increase in sales growth and 
average increase in per share earnings. 
As in overall industry comparisons, 
there is a wide divergence in the growth 
rates shown in Table [I[—particularly 
in per share earnings — in the two 
periods 1947-1953 and 1954-1958. We 
have used for illustrative purposes a 
group of companies in the paper-con- 
tainer-packaging group. Similar studies 
on a wide range of industrial groups 
would give an equal diversity of results. 


Relating these increases in per share 
earnings to increases in price-earnings 
multiples, the investment manager gets 
a somewhat different view of companies 
and stock prices. Essentially, companies 
usually regarded as “growth compa- 
nies” have far out-performed—as far as 
multiples are concerned — the com- 
panies usually associated with somewhat 
more pedantic growth. Thus, the mul- 
tiple on Crown Zellerbach, Container 
Corp., and International Paper are all 
up over 300%, whereas the multiple 
applied to the generally “defensive com- 
panies” such as Owens-Illinois, Ameri- 
can Can, and Anchor-Hocking are up 
much less. However, turning to the 
record of sales and particularly per 
share earnings, the investment manager 
would tend to question the validity of 
these increasing multiples. If past record 
is any real indication of future perform- 
ance, then such companies as Anchor- 
Hocking and Owens-Illinois have seem- 
ingly not participated in the recent stock 
market boom based on expectations of 
the future. Perhaps similar examples of 
industries and companies such as these 
will uncover other possible investment 
opportunities. It is interesting to note 


(Continued on page 584) 
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*A Partial Listing 


Number 
of Shares Company 


last year we provided over 125 50,000 ACF Industries, Ine. 


33,000 American Insurance Co. 
solutions to the problems of , 6,000 American Investment Co. of Illinois 
5,000 American Telephone & Telegraph 
25,000 Bendix Aviation Corp. 
~~ st at e aa Oo rtf oO j . oO 37,000 Beneficial Finance Co. 
10,000 Bethlehem Steel Corp. 
5,000 Boeing Airplane Co. 
-D i st ri b u ti oO rn 130,000 Chrysler Corp. 
10,000 Commercial Credit Co. 
15,000 Container Corp. of America 
‘ 100,000 Douglas Aircraft Co. 
In 1958 Kidder, Peabody sold over 125 blocks of stock* 108,925  Duffy-Mott Co. 
which were owned by individuals and corporations other 11,200 Federated Department Stores 
74,925 Florida Steel Corp. 
33,000 General Time Co. 
20,000 § Gustin-Bacon Mfg. Co. 
Our successful handling of their distribution and sale was 10,000 Hertz Corp. 
based on Kidder, Peabody’s ability to find the appropriate 25,000 Interstate Power Co. 
6,000 Kern County Land Co. 
30,000  Koppers Co. 
10,500 Louisville Gas & Electric Co. 
Some of the blocks were Private Placements—a major 5,000 Northern Natural Gas Co. 
means of disposing of large blocks of stock. We offer broad 5,000 Panhandle Eastern Pipe Line Co. 
30,000 = Pittsburgh Plate Glass Co. 
10,000 Plough, Inc. 
16,400 Republic Steel Corp. 
financing can be arranged. 5,000 Richfield Oil Corp. 
Others were Secondary Offerings which, in order to have 100,000 William H. Rorer, Inc. 
9,000 Sears, Roebuck & Co. 
106,150  Socony Mobil Oil Co., Inc. 


10,000 Standard Oil Co. of California 
strong individual and institutional buyers. 177,235 Standard Packaging Corp. 


than the issuer. Many of these blocks represented parts of 
estate and trust portfolios, large and small. 


market for the type and number of securities held—and to 


make the most effective use of it. 


knowledge and experience in determining how, when and 


where to use this method and the best terms on which 


maximum success, require national coverage, facilities, dis- 


tribution and the ability to place stocks in the hands of 


We are thoroughly familiar with the variety of techniques 150,000 Standard Pressed Steel Co. 
50,000 Suburban Gas Service 
11,400 Union Carbide Corp. 


15,000 = Union Electric Co. 
If you are facing problems of distribution and sale of an 10,000 United Gas Improvement Co. 


for selling blocks of stocks on the floors of national stock 
exchanges. 


investment portfolio for an estate or trust, our partners 5,000 United Shoe Machinery Corp. 


would be glad to discuss your particular situation at your Se 


convenience. Call or write the Resident Partner in the 





Kidder, Peabody office nearest you. There is no obligation. 


Members New York, American, 


kK | DDER, Pp EABODY & C QO. Boston, Philadelphia-Baltimore, 


Midwest and Pacific Coast Stock Exchanges 
FOUNDED 1865 


New York 5 - 17 Wall Street - HA 2-8900 - New York 17 - 10 East 45th St. - MU 2-7190 
Boston 10 - 75 Federal Street - LI 2-6200 - Puitape.puia 9 - 123 So. Broad St. - KI 5-1600 - Cuicaco 3 - 33 So. Clark Street - AN 3-7350 
Los ANcELEs 14 - 210 W. 7th Street - MA 8-3271 + San Francisco 4 - 140 Montgomery St. - EX 7-4900 
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Convair’s successful launching of Atlas 
satellite. 





Editor’s Note: Since it is becoming more 
and more difficult to grasp the basic sig- 
nificance of developments in the “elec- 
tronics” and “dynamic” advance of industry 
from study of statistics of the past or spe- 
cialized studies of the present, the coopera- 
tion of Mr. Pace was sought to provide a 
view of the underlying directions and con- 
cepts in these fields: To the original di- 
mensions of Land, Sea and Air have been 
added the new extensions of “solids pene- 
tration” as by isotopes, underwater explora- 
tion by new submarinal devices, and outer- 
space conquest . . . Developed as military 
necessities, they hold new threats of de- 
struction and means of its prevention, but, 
given a proper political climate, will pro- 
duce far greater civilian. benefits. The science 
of Protection is the genesis of many arts of 
Progress; that is a major challenge of 
Civilization and of Industry. 





T WAS A RELATIVELY SIMPLE WORLD 

before the last war: Electronics con- 
sisted of Radio; in Aeronautics the 
one-engine bi-plane with struts and 
wires was considered modern; Com- 
puters were mechanical calculating ma- 
chines; Atomics was a laboratory mys- 
tery; and exploration of the vast under- 
water domain was mainly limited to the 
bathysphere. A missile was a postcard, a 
bullet or even a stone; by printed card 
was meant a calling-card, not a printed 
circuit directing the operation of a 
complicated production process. The 


WMulti-Dimensional WMovemeut 


Of Men, Machines and Missiles 


Trusts AND Estates 19TH INVESTMENT SEMINAR 


New York — April 13, 19597 


Panel interview with 


FRANK Pace, Jr., Chairman 
GENERAL DYNAMICS CORPORATION 


mechanics of life were fairly compre- 
hensible. 

But after the war, peace-time applica- 
tions of military developments began 
putting the Atom to work, running auto- 
mated industrial processes, communicat- 
ing by radio-beam with hidden minerals 
and later with the supersonic plane in 
the stratosphere. Thousands of new 
businesses and better civilian products 
were built. And so it will continue to be. 
The Jules Verne dream of ninety years 
ago is the industrial product of today. 
Only the time-lag has, like the World, 
shrunk to so small a fraction, that com- 
mercial break-throughs often follow 
scientific ones with awesome rapidity. 

Investors, however, realize that it 
takes more than an electronic brain to 
achieve a break-through instead of a 
break-down. It becomes increasingly im- 
portant not only to know the calibre of 
management but the technological feasi- 
bility of its programs. This will require 
more scientifically trained analysts in 
the investment departments of banks 
and other professional investors. 


New Management Concepts 


To match management and productive 


_ organization to a set of objectives with 


7This report was reviewed the first of June to 
bring data and developments up-to-date. 


related operations—especially R & D ap- 
plications — has been the purpose of 
General Dynamics development since 
1952. In putting together — and in a 
few instances, “shuckingoff” the com- 
ponents, management has followed the 
belief that “conversification” was _pre- 
ferable to diversification, allowing a 
drive from several main approaches 
toward common objectives and applica- 
tion of findings into the related fields. 
Thus, while military production has 
been a primary source, it was recognized 
that this was not only an essential basis 
for protection of our free enterprise but 
would lead the way to civilian benefits. 

The erratic history of the progenitor 
—Electric Boat Company—tremendous- 
ly important in emergency and a ne- 
glected facility in peace—both colored 
the philosophy and sharpened the recog- 
nition that, outside of consumer staples, 
reasonable stability and growth would 
come primarily from a “systems” ap- 
proach to both types of demand. As 
research and competition showed ever 
greater opportunities for improvement 
of underwater and overearth carriers, 
control and component complexities in- 
creased and called for a new approach 
to engineering and managerial lines of 
authority, beginning with appraisal of 
future military environments and carry- 





Epitor’s Note: Since their inauguration in June 1957, the 
editors have held Investment Seminars with key officials of 
corporations in 19 different lines of industry, assisted in the 
discussions by several score of trust investment officers and 
a number of management consultants and analysts specializ- 


ing in these industries. 


Printed reports and data available from statistical sources 
are basic to investment analysis, but in these days of fast- 
changing product and process developments, technologies 
and markets, it was believed desirable to provide more op- 
portunity for relating them to their backgrounds and com- 
petitive conditions, and for more intensive discussion of mat- 
ters of special interest to the long-term investors. 

Selection of the industries to be discussed is made after 


556 


conference with investment specialists — trustees and other 
professionals. Instead of discussing an industry in the 
abstract, a company is selected to represent such industry 
and provide a “doorway” through which to view the in- 
dustry’s problems and potentials. Since most investment men 


are well informed about the long established larger corpora- 





tions, the effort has been made each time to select a company 
with high repute in its line which perhaps deserves closer 
investigation. This, on the theory that many of tomorrow’s 
corporate generals will come from today’s lieutenants. 
Reports of these meetings are based on notes taken at the 
seminar sessions, on special reports and studies reviewed )y 
the editors, and are published only after review by the 
corporate officials concerned. 
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PANEL MEMBERS 

Dr. Julian G. Buckley 

Graduate School of Business 

New York University 
Charles W. Buek 

United States Trust Co., New York 
Charles B. Eddy, Jr. 

New York Trust Co., New York 
Vincent Fowler 

Bozell & Jacobs, Inc., New York 
W. Barclay Harding 

Smith, Barney & Co., New York 
Harry Harshman 

Marine Midland Trust Co., 

New York 
Thomas A, Herbert 

Bankers Trust Co., New York 
Edward P. Stuhr 

Fiduciary Trust Co., New York 
For TRUSTS AND ESTATES 

Christian C. Luhnow 

Thomas L, Frederick 





ing through to translation into commer- 
cial “hardware.” 

To illustrate, Mr. Pace cited the 
“Atlas” Intercontinental Ballistic Mis- 
sile — the incredible complex of some 
40,000 components which recently set 
test record with range of 6,325 miles. 
To coordinate the work of government 
with that of the company as primary 
contractor and with hundreds of sup- 
pliers, the Convair division had to gear 
its scientific, technical and production 
facilities under the “system” managers 
whose responsibility carried through 
from design and assembly authority to 
successful delivery. This involved manu- 
facture of over half the components (in 
value) in company plants in cooperation 
with sub-contractors and covered, in ad- 
dition to rocketry and electronic tech- 
niques, temperature research, applica- 





Shielded by 16 feet of water, General Atomic 
Division’s 10 to 100 kilowatt TRIGA reactor, 
operating since May 3, was developed for 
training, research and isotope production. 
The below-ground Mark I and above-ground 

wk II versions of this reactor are in the 
Process of installation on five continents. 


June 1959 


General Atomic’s $10 million John Jay Hopkins Laboratory for Pure and Applied Science 
in northern San Diego. The focal point in the building complex The circular library, is 
ringed by the 80 laboratories, experimental building and administration building. 





tions of metallurgy, solid-state physics, 
meteorology and astronomy, with top 
management monitoring the functions 
of each stage. 

Not only is this “product” probably 
the most comprehensive and complex 
ever wrapped in one package, but being 
“out-of-reach” of the human hand there 
had to be developed, often without 
precedents, a whole set of controls over 
controls. The possibilities of electronic 
monitoring, already applied to guided 
aircraft as well as missiles, are now 
being extended in the submarine field, 
but are likely to find a whole new world 
of applications in transportation and 
production, for which such “systems” 
experience should prove invaluable. 


Pioneering Comes Dear 


General Dynamics, today the nation’s 
most diversified defense contractor, has 
absorbed huge expenses in the research, 
tooling-up, organizational and produc- 
tion change-overs that go with pioneer- 
ing and particularly with the revolu- 
tionary developmental changes in mili- 
tary programs. That it has done so and 
maintained a strong financial position 
while building up its scientific and man- 
agerial team speaks well for its adapta- 
bility to the future, when the pace is 
sure to be accelerated. For it has also 
absorbed a wide array of know-how — 
and trained personnel to apply it to 
“horizons unlimited,’ as Mr. Pace 
characterized the air and marine pros- 
pects, especially in the nuclear field. 

At formation in 1952, General Dy- 
namics Corporation comprised three 
units formerly operated under the style 
of Electric Boat Company, originally 
established in 1899, and leading sub- 
marine builder ever since. These are to- 
day three of the company’s seven major 
units, namely Electric Boat division 
(submarines and allied defense activi- 
ties), Canadair, Ltd., (Canadian sub- 
sidiary builder of military and com- 


mercial airframes and other defense ma- 
terial) and Electro Dynamic division, 
smallest of the divisions (electric 
motors, generators). The General 
Atomic division was launched in 1955. 
The remaining: three divisions resulted 
from mergers’ with previously - inde- 
pendent companies: the Convair Divi- 
sion in 1954, the Stromberg-Carlson 
Division in 1955, and the Liquid Car- 
bonic division in 1957. 

In addition, although only now at 
the stage of agreement “in principle” 
and subject to further survey, a jointly- 
owned operation with Philadelphia and 
Reading Corporation under the style 
Dynamics Reading Chemicals, Inc. is 
projected to produce industrial gases 
and chemicals from the latter company’s 
supplies of anthracite coal waste. 

To the casual observer, this lineup 
might appear just another example of 
the much overdone theme of industrial 
diversification which, in inexpert hands, 
all too often has failed to perform its 
intended role of business and _ profit 
stabilizer and brought in its wake losses 
and disillusionment. Here, however, 
emerges a pattern of planned organiza- 
tion to forge strong links with air trans- 
port, space and missile technology, 
atomic development and undersea travel, 
all of which are dependent upon the 
almost incredibly complex scientific 
achievements of recent years. 


Partnership for Defense 


Because so much of General Dy- 
namics’ business is classified, it is not 
possible to know precisely how much 
goes into research and development but 
as a percentage of sales the total may 
well exceed that of any other United 
States corporation, According to Mr. 
Pace, of the approximately $1.5 billion 
annual volume of 1957 and 1958 sales, 
80% is defense business and the balance 
civilian but the ultimate goal is an equal 
balance of net income from’ these 
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sources. The range of known projects 
being pursued is bewildering but’ there 
are undoubtedly many others under 
wraps. Mr. Pace made no secret of his 
admiration for and confidence in the 
company’s scientific personnel which he 
termed second to none. These men have 
almost complete freedom of action sub- 
ject only to overall policy and budgetary 
controls, which is company practice 
throughout its various divisions. 

In the field of research, top manage- 
ment’s attitude is all important, accord- 
ing to Mr. Pace, because pure research 
can often produce practical benefits far 
beyond mere product development. It is 
such long-range thinking and planning 
which completed the $10 million John 
Jay Hopkins Laboratory for Pure and 
Applied Science at the end of last year 
and has supported the Atomic Division’s 
work in nuclear fusion. To read a 
summary, as contained in the annual 
report of the corporation, of the myriad 
programs under way having to do with 
aeronautics, astronautics, undersea de- 
velopments and the various systems and 
means to implement and control them is 
revealing of the company’s long-range 
view that defense of our country is a 
continuing business and that only the 
best brains and a close partnership of 
businessmen, scientists and government 
officials will achieve best results. 

Mr. Pace’s observation that inade- 
quate armaments are merely an invita- 
tion to foreign aggression takes on 
especial import, in the light of his past 
experience as Secretary of the Army. 

Mr. Pace cited the 1958 annual report 
which sums up some further forward- 
looking views: 

“The immediate future is unques- 
tionably the most exciting, and indeed 
the most uniquely challenging the world 
has yet faced. We have the possibility 
within this century of achieving the 
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Centrifuge driven by 
Electro Dynamic mo- 
tors exerts up to 100 
times the force of 
gravity to test depend- 
ability of missile com- 
ponents. 





limitless power of nuclear fusion which 
should enable us to overcome physical 
problems of hostile environments in the 
undersea, the tropics, the arctic and 
antarctic. In addition, the escape from 
our planet of instrumented probes and 
manned vehicles for the exploration of 
our solar system is now inevitable. Such 
immense forces applied to peaceful pur- 
poses must produce very great benefits 
for all nations. Yet, the instruments for 
total destruction exist also. Therefore, to 
participate in tomorrow’s rewards, we 
must be protected against today’s perils. 
To avoid the one and grasp the other, 
there is demanded of both industry and 
government an unprecedented joint in- 
vestment in scientific research and en- 
gineering.” 


Bases of Acquisitions 


The subject of new corporate acquisi- 
tions presents difficulties. As an example, 
Stromberg-Carlson was an unique solu- 
tion to Dynamics’ desire to supplement 
its already large electronics capability in 
the electronics field, which is vital to 
instrumentation and control of compli- 
cated guidance systems. Small special- 
ized companies or those with limited 
capabilities would fall short of meeting 
their demands, while the giants would 
prove too large. 

In like manner, Liquid Carbonic 
might at first sight have appeared a 
queer corporate bedfellow but its activi- 
ties bordered upon such areas as rare 
gases and new power fuels for missile 
propulsion. It has already obtained a 
foothold in the chemical field and is 
doing well, with broader areas in view 
for the near future. 

In the Atomics Division, the com- 
pany’s aim was simple. Convinced that 
nuclear energy was in line for eventual 
expansion, management decided to be in 
the thick of its development without re- 


gard to immediate profitability, rather 
than to turn out hardware or acces. 
sories. 


This division among other things has 
developed and is producing inherently 
safe research reactors. It is working on 
its own concept of a high temperature 
gas-cooled nuclear reactor for genera- 
tion of central station electric power 
sponsored by 52 public utilities and ac- 
cepted by the Atomic Energy Commis. 
sion. In cooperation with Electric Boat 
and in competition with 27 of the 
country’s leading nuclear companies, it 
last year won the contract for develop- 
ment of a gas-cooled nuclear maritime 
reactor. General Atomic is also at work 
on Project Orion — a project to study 
the feasibility of propelling a 1000 ton 
vehicle into space by means of con- 
trolled nuclear explosions. 


The contract for development work 
on the atomic-powered airplane is 
viewed by many as something less than 
a profitable privilege in the short term 
future, but at least the company will not 
be making any buggy-whips, but again 
will increase its reservoir of experience 
in a field of immense longer term po- 
tentialities. Independence of atomic fis- 
sion from need of oxygen is of para- 
mount consequence not only to space 
travel but, as already indicated by the 
amazing performances of atomic sub- 
marines, to other power and locomotion 
applications, such as the nuclear- 
powered submarine tanker on which 
Electric Boat is now doing preliminary 
work. 


With growth in world commerce — or 
even to maintain “normal” sea transport 
of goods — the submarine tanker and 
freighter offer promise of better econ- 
omies, free from surface turbulences of 
wind and wave and (judging by “Skip- 
jack’s” performance of 40-knot speed) 
faster turn-around time. 


Mr. Pace replied to a query that the 
timetable for economic fusion power 
was, in his opinion, more favorable than 
generally supposed, adding that he had 
always been accused of “being an 
optimist.” In any event, research in this 
Division is being directed by Dr. 
Frederic de Hoffman, with Dr. Edward 
Teller, father of the H-Bomb, as a con- 
sultant together with many other of the 
world’s leading scientists on the staff. In 
the air, the possibility of a practicable 
atom-powered plane could embrace the 
concept of a launching platform for 
missiles, too, while nuclear fission re 
action does not require oxygen, hence 
could be an energy source for space 
travel, Likewise, the’ unique worth of 
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such an aerial platform for missile 
launching is pointed up by the vulner- 
ability to attack of terrestrial launching 
sites. 


Planes and Missiles 


Mr. Pace discussed Convair Division 
activities in some detail, noting that this 
sector numbers some 63,000 employees 
and is the largest contributor to com- 
pany sales and earnings. The B-58 has 
proven to be the world’s fastest and most 
adaptable strategic-bomber and Govern- 
ment has recently expressed its inten- 
tion to continue building up this pro- 
gram by ordering 40 units in addition 
to the 66 now being delivered. In Mr. 
Pace’s opinion, the B-58 will continue 
in production until manned bombers are 
outmoded by  electronically-controlled 
mechanisms. 

This division also works intensively 
in missiles, being the builder and sys- 
tems integrator for the Air Force Atlas 
program, as well as testing components 
and training the initial Air Force crews. 
The tremendous detail involved in test- 
ing and actual flight of the Atlas ICBM 
is almost beyond belief. The program, 
however, according to Mr. Pace, will 
continue to be a major project for de- 
fense, as well as a key part of the space 
satellite program. On the tactical side, 
Convair also produces the Terrier and 
Tartar surface-to-air missile for both 
sea and land use, utilizing a solid fuel 
rocket motor. 

Convair was intentionally somewhat 
tardy in developing its commercial jets 
but Mr. Pace intimated that this was a 
mixed blessing, because their models 
880 and 600 which cruise at close to 
Mach 1 (speed of sound), are being de- 
signed to be competitive in both medium 


and long range flights. In his opinion, 
these craft will: prove to have greater 


hey el design advances are bringing nearer 

air freight rates directly competitive with 

ruil and truck costs. Canadair builds this 

turbo-prop cargo transport with maximum 

65.100 Ibs. payload which cruises at above 
400 MPH. 
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potential than presently operative jet 
models because, aside from other ad- 
vantages, they can get into airfields too 
small for even a DC-7. There is alleged- 
ly greater traffic volume in medium 
range operations than in transconti- 
nental or intercontinental flights. De- 
velopment costs have been some $40 
million dollars through 1958 and at 
current levels another $35 million could 
be charged off this year until deliveries 
start but volume in prospect should 
eventually recoup this outlay and return 
a profit. While no details are available 
for security reasons, General Dynamics 
has been selected by the Air Force for 


the design of a prototype nuclear- 
powered bomber. 

A contract of $485 million has been 
received for the Vega three-stage space 
rocket to put into orbit a two-ton man- 
ned laboratory. 


Underwater — “5th Dimension”’ 


The outstanding success of the sub- 
marines produced by the Electric Boat 
Division is already on the record, with 
their spectacular feats of prolonged 
submergence, startling fuel effectiveness 
and other performances such as trips 
under the polar ice cap. The Division is 
not alone the leading designer and 
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builder of submarines but a modern cen- 
ter of research for hydronautics which 
may one day result in underwater activi- 
ties now barely envisioned, such as de- 
velopment of food sources from salt 
water algae or other media. 

Military - Civilian 

Queried about profit margins on mili- 
tary contracts, for General Dynamics 
and the defense industry as a whole, Mr. 
Pace looks for no diminution on the 
realistic, if facetious, grounds that they 
can hardly become more meager than 
they now are in most cases. With a 
predominance of government defense 
work in hand, it is inevitable that profits 
from development projects will be slim 
and overall profits depend on large 
volume but applications in non-defense 
production of techniques gained in 
classified programs may mean much for 
the future. 

The goal of management is naturally 
toward the greatest possible degree of 
contract or incentive production. A 
glance at after-tax profits as a per cent 
of sales volume indicates that the ratio 
has fallen in each of the last three years 
from 3.3% in 1956 to 2.8% and 2.4% 
in 1957 and 1958, respectively, which 
is not surprising in view of the pre- 
ponderantly tailor-made character of its 


sales composition and 
research and develop- 
ment costs in getting 
the 880/600 jet com- 
mercial transport pro- 
gram underway. 
Reverting to prob- 
lems of defense versus 
commercial business, 
Mr. Pace said that con- 
stant effort was being 
directed toward in- 
creasing volume and 
better profits in the lat- 
ter end, but that no 
attempt is being made 
to exactly equal dollar 
volume in government 
projects. To this end a 
group of the Corpora- 
tion’s technical person- 
nel is constantly re- 
viewing promising 
prospects in technical fields as a basis 
for top management forward planning. 


Financial Highlights 


On a pro-forma basis, sales volume of 
the corporation has grown roughly two 
and one half times since organization in 
1952. Dividends have risen from $.75 
per share in 1952 to the current $2.00 
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Liquid Carbonic division produces a wide variety of gases for 
industry and science. 


rate in effect during 1957-58 and share- 
holder equity has approximately 
doubled in the same period to today’s 
$27.74 per share. As indicated, expan- 
sion has been rapid and consolidation 
and “shakedown” costs relatively heavy, 
coupled with the imperative demands of 
all-out collaboration with a multitude of 
defense projects, plus research in non- 
defense areas. The potentials, however, 
of the almost limitless fields which their 
various divisions cover apparently have 
convinced Mr. Pace that long-range 
profit possibilities are bright for the 
early °60’s. Unfilled orders at March 
31st were nearly $2.1 billion, with ad- 
ditional contracts under negotiation of 
another $620 million. 


On the near-term front, continuing 
heavy expenditures for research pared 
first quarter 1959 profits to 60 cents a 
share vs. $1.01 in the like 1958 period, 
with commercial jet development costs 
more than doubling, as compared with 
a year earlier, to $8.8 million. Until 
initial deliveries of the 880 start late in 
the year, the prospect is for such costs 
to substantially exceed 1958’s $24 mil- 
lion spent toward putting its commercial 
jets into the air. A decline of around 
$56 million in first quarter shipments to 
$330 million was due principally to the 
fact that sales for the comparable period 
of 1958 reflected volume deliveries of 
Mark VI Sabre-jets and F102 jet inter- 
ceptors, both of which programs were 
completed in 1958, whereas similar 
large-scale programs for 1959 are in an 
earlier phase of the production-delivery 
cycle. 


In such fields as aerodynamics, as‘r0- 


(Continued on page 584) 
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TRUSTEED PENSION PLANS 
Tor $22 BILLION 





Trusteed corporate pension funds in 
the United States continued their expan- 
sion during 1958 to reach a new top of 
$22.1 billion in book valuation at the 
year-end. This was an increase of 14%, 
compared with 16% in 1957; the net 
dollar increase, however, was just a 
shade better at $2.8 billion, compared 
with $2.7 billion in the previous year, 
according to the annual study prepared 
by the Securities and Exchange Commis- 
sion. Market valuation reflected the up- 
ward trend in stock prices and the lower 
levels of bonds, rising to $24.6 billion at 
report date, a gain of $4.7 billion for 
the year. It is noteworthy that, for the 
first time the pension fund total ex- 
ceeded the reserves of $21.9 billion at 
book value, of the Government Old Age 
and Survivors Insurance Fund. 
















The steady growth in importance of 
common stocks as an investment medium 
for these funds is evident in the fact 
that 43% of net receipts went into this 
category in 1958 vs. 37% in 1957. 
Equities represented $9.5 billion or 39% 
of total market value at the 1958 year- 
end, compared with 30% at the 1957 
close. Trade, transportation and manu- 
facturing groups have a strong pre- 
dilection for stocks and in the last 
classification, which comprises 64% of 
the total with some $14.1 billion of 
assets, it is reported that one third or 
more of total portfolio in the steel, 
chemical and paper industries is in- 
vested in common stocks. 


Corporate bonds head the investment 
holdings at $11.7 billion, with Gov- 
ffnments once again sagging slightly 
below the previous year, just below $2 
billion. As a potent source of funds for 
the capital markets, it is noteworthy 
tha: the report estimates net 1958 buy- 
ing by these funds of corporate bonds at 
almost one fifth of the $7 billion of new 
bond- coming into the market in that 
year. Furthermore, corporate pension 
fun: are estimated to hold more than 
one eighth of outstanding long-term 
obligations of American corporations 
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and 1958 common and preferred stocks 
bought were about 30% of net new 
stock issues in 1958. Mortgages are an- 
other medium engaging the interest of 
pension managers in a very modest de- 
gree but the total rose $100 million to 
$400 million during the year under re- 
view. 

Total receipts of these corporate funds 
rose some $200 million to $3.5 billion 
and while employee contributions ap- 
proximated those of 1957, employer 
payments declined slightly. Other in- 
come improved, however, and com- 
bined investment income and realized 
profits on sale of assets of $867 million 
exceeded 1957’s $688 million by a tidy 
margin, Average rate of interest return 
has been improving each year recently 
but the SEC study fails to state the per- 
centage earned on total assets for the 
latest period. 


TIGHTER REIN ON MONEY 


The steady pressure on supply of 
loanable funds continued during May, 
culminating in the Federal Reserve re- 
discount rate boost to 314% as the 
month came to a close. The mid-month 
marking up of the bank prime rate to 
414% made the Fed’s action, its fourth 
post-recession upward adjustment, mere- 
ly a matter of time. 
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Government bonds, long suffering 
from deteriorating investor confidence 
in all but the short maturities, sank to 
the poorest levels in 35 years, with 
yields ranging up to around 414%. 
Sentiment was further adversely affected 
by proposals to raise the debt ceiling 
and the present 41% limit on long-term 
bonds. In spite of the likelihood of 
legislation easing central reserve city 
requirements and including vault cash 
in reserves, which should bring some 
relief, at least temporarily, the money 
market outlook remains rather gloomy. 


If Governments have to be sold at 
steadily rising yields to attract buyers, 
corporation borrowings, not to forget 
the large chunks of tax-exempt money 
which rising population services are de- 
manding, will have to carry fancy cou- 
pons, it would appear. Already Con Edi- 
son has placed its 544% coupon issue 
and other solid borrowers are seemingly 
prepared to face the going 5%, or 
thereabouts, tariff for new money. The 
actual yield in itself is less important, 
however, than investor sentiment about 
the future course of rates, else why in- 
vest at 5.05% if one believes that he can 
realize 5.25% in a few months? In- 
cidentally, it should be remembered that 
debt service is the second largest item 
in the budget and, even though the 
Treasury has been, and will of necessity 
continue to be, largely limited to short 
and intermediate maturities, these rates 
have moved up substantially. 


Another view of the new rediscount 
rate is that it constitutes a warning from 
the Fed against inflationary tendencies, 
rather than presaging a definitely rising 
trend in long-term rates. Some opinion 
has it that bond prices had been dis- 
counting the rise and that, although 
credit will be tighter, it will be available 
for all legitimate purposes. If so, then, 
there may be lessened liquidating pres- 
sure on the bond market and greater de- 
mand for some of the comparatively 
ample yields now available. 


Although the Reserve Board’s action 
had no more than a momentary effect 
upon the stock market and will probably 
not have as long as buyers remain stock- 
minded, it is historically significant that 
such steps have always, in due course, 
had their effect. Although it could con- 
ceivably be different “this time,” good 
bonds should gradually attract a greater - 
portion of investor funds. It can hardly 
be denied, even by the most rabid bulls, 
that there is not much room for error 
today in selection of equities selling at 
admittedly high P/E ratios against un- 
expected industry or company setbacks. 
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Bonds Better Than Stocks 


Current enthusiasm for common 
stocks is “a bit emotional and probably 
bady timed” and their purchase as an 








TEXAS GULF SULPHUR COMPANY © 


The Board of Directors has declared a 
dividend of 25 cents per share on the 
10,020,000 shares of the Company’s cap- 
ital stock outstanding and entitled to re- 
ceive dividends, payable June 15, 1959, 
to stockholders of record at the close of 
business June 1, 1959. 
E. F. VANDERSTUCKEN, JR., 


Secretary. 
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| KENNECOTT COPPER 
CORPORATION 

f| 161 East 42d Street, NewYork, N.Y. 

May 15, 1959 


At the meeting of the Board of 
Directors of Kennecott Copper Cor- 
poration held today, a cash distri- 
bution of $1.50 per share was de- 
1 clared, payable on June 24, 1959, 
to stockholders of record at the 
close of business on May 29, 1959. 


PAUL B. JESSUP, Secretary 
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BALTIMORE GAS AND 
ELECTRIC COMPANY 


= Serving one of America’s 
Great /ndustria/ Centers 


QUARTERLY DIVIDENDS 


Dividends of $1.12% a share on the 
42% Preferred Stock, Series B; $1.00 a 
share on the 4% Preferred Stock, Series C; 
and 45 cents a share on the Common Stock, 
have been declared for the quarter ending 
June 30, 1959, all payable July 1, 1959, 
to holders of record at the close of 
business on June 15, 1959. 


J. THEODORE WOLFE, President 


Dividends paid on the Common Stock continuously 
since 1910—always earned—never reduced. 








- REGULAR 
_ QUARTERLY 
_ DIVIDEND 


=: The Board of Directors has 

mee declared this day 

ssi COMMON STOCK DIVIDEND NO. 100 
This is a regular quarterly 
dividend of 


Bike ssn 


Payable on August 15, 1959 
to holders of record at close 
ss of business July 20, 1959 


Milton C. Baldridge 
Secretary 
June 4, 1959 


THE COLUMBIA 
GAS SYSTEM, INC. 










inflation hedge would have been more 
advantageous and logical ten years ago 
than today, according to Frank J. 
Travers, vice president of American 
United Life Insurance Co. of Indian- 
apolis, speaking at the Indiana Bankers 
Association Trust Conference in April. 
Bond yields are comparatively more at- 
tractive versus stock yields than they 
have been in the past 30 years. 

Citing an indicated return of 2.3% 
on Houston Light & Power common 
stock against a theoretical cost of the 
same company’s bond financing of 
around 4.65% in today’s market, Mr. 
Travers noted that it would take 29 
years for dividend income to catch up 
with the return on bonds at the 1958 
rate of increase of dividend. 

If the investor decides to avail him- 
self of the superior return on bonds, Mr. 
Travers stressed the importance of seek- 
ing good call protection against refund- 
ing in a period of lower money rates. 
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50% in Equities 

Despite the high historical level of 
stock prices, the prudent trustee, as- 
suming he has faith in the economic 
long-term picture, should place at least 
50% of a personal trust in equities of 
high quality under almost any circum- 
stances, according to William G. Ericc- 
son, assistant vice president, American 
National Bank and Trust Co., of Chi- 
cago. 

In the hypothetical case of a $100,000 
trust fund for a widow and two de- 
penents, with liberal provisions and no 
special personal conditions, Mr. Ericcson 
outlined his institution’s current invest- 
ment philosophy before the late April 
meeting of the Trust Division of the 
Illinois Bankers Association, with rec- 
ommendation of an additional 10% or 
20% in equities in this instance, of 
which 60% total about one third, or 
$20.000. would be in public utilities 
which have good downside resistance 
pricewise and provide an 
yield. 

Because of the excellent yield and 
maturity selection, Mr. Ericcson advised 
$30,000 in Governments of 2 year and 
3 month maturity which would match 
the average stock return of 4% and 
would likewise serve as a reserve for 
additional common stock purchases or 
provide for cash needs of the life tenant. 

Based upon corporation profit pro- 
jections for 1959 prepared by the bank’s 
research division, Mr. Ericcson offered 
the following list for the equity portion 
of the portfolio: Caterpillar Tractor; 
Cincinnati Gas & Electric; CIT Finan- 


attractive 


cial; Container Corporation; General 
American Transportation; General 
Motors; Sinclair Oil; Southern Calj- 
fornia Edison; Standard Oil of Cali. 
fornia; and United States Steel Co. 
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TENNESSEE CORPORATION 


TENNESSEE 
CORPORATION 


May 19, 1959 

A dividend of fifty-five 

(55c) cents per share was 

declared payable June 26, 

1959, to stockholders of rec- 

ord at the close of business 
June 11, 1959. 


Joun G. GrEENBURGH 


61 Broadway Treasurer. 


New York 6, N. Y. 


~ West Penn 


Electric Company 


(Incorporated) 


Quarterly Dividend 


on the 


COMMON STOCK 


4O¢ PER SHARE 


Payable June 30, 1959 
Record June 12, 1959 
Declared June 3, 1959 





























WEST PENN ELECTRIC SYSTEM 

Monongahela Power Company 

The Potomac Edison Company 
West Penn Power Company 

















Pullman 
Incorporated 


— 391st Dividend — 
93rd Consecutive Year of 
Quarterly Cash Dividends 


A quarterly dividend of 
seventy-five cents (75¢) per 
share will be paid on June 
13, 1959, to stockholders of 
record June 1, 1959. 


CHAMP CARRY 


President 
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Preferred Stocks 


Plight and Prejudice 


WILLIAM H. GASSETT 


Vice President, Eaton & Howard, Inc., Boston, Massachusetts 


HE COMPARATIVE LACK OF ESTEEM 
ps which the institutional investor 
has held preferred stocks as investment 
media in the post-war period, despite the 
relatively good market action of this 
group during swings in interest rate 
patterns, has prompted this paper. Be- 
fore discussing their general market ac- 
tion and offering some explanation as to 
why, it would appear pertinent to review 
the general investment characteristics of 
preferreds to place the problem of in- 
vesting in them in proper perspective. 

This study is neither a defense of nor 
an attack upon preferreds as a haven for 
investment funds. We are inclined to the 
view, however, that more often than 
not, they are unduly condemned as in- 
vestment media. Generalizations con- 
cerning their inferior status as a group 
have certainly not enhanced their popu- 
larity. We would remind those who 
adopt this approach that neither bonds 
nor common stocks are free from critical 
analysis. 

The investment manager does not buy 
bond, preferred stock nor common stock 
averages; he buys a particular type issue 
to suit a specific requirement and to 
fulfill a certain objective. Carefully 
planned selectivity cannot be over-em- 
phasized. One does not buy preferred 
stocks; one buys a particular preferred 
stock. Investigation of all facts is highly 
essential and timing the purchase is all- 
important. 

lt is often said that a preferred stock 
is “neither fish nor fowl” — that “heads 
the common stockholder wins and tails 
the preferred stockholder loses.” Text- 
books state in describing preferreds that 
“there is a limited return with no chance 
for capital gains.” If, however, one is 
careful in his selection and timing of 
changes in money market conditions, is 
this statement really true? 

‘here are innumerable instances in 
Which individual preferred stocks have 
improved in credit rating over a period. 
Furthermore, a study of post-war swings 
In interest rate patterns indicates many 
®}portunities for worthwhile apprecia- 
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Since graduation 
from Harvard Col- 
lege, the author has 
been associated with 
the investment coun- 
sel field, the last five 
years with Eaton & 
Howard, Inc., of Bos- 
ton, of which he is 
a vice president, di- 
rector and member 

of the investment committee. During World 
War II he served as Naval representative 
on the Shipping Priorities Advisory Com- 
mittee of the War Production Board and 
later with the Strategic Material Committee 
of the Army and Navy Munitions Board. 





tion through timely investment in se- 
lected preferreds and where downside 
protection has subsequently proved 
greater than in the case of many bonds. 
Space does not permit detailed discus- 
sion of specific examples but one ex- 
ample is the case of natural gas com- 
pany preferreds. There are reasons for 
believing that in time their investment 
stature will improve as this newly de- 
veloped postwar industry becomes more 
seasoned. 

Graham & Dodd state that “The typi- 
cal preferred stock represents an un- 
attractive form of investment contract 
— its principal value and income return 
are both limited but the owner has no 
fixed and forceable claim to payment of 
either principal or income.” They fur- 
ther state that “The essential difference 
between preferred stocks and bonds is 
that payment of preferred dividends is 
entirely discretionary with the directors 
whereas payment of bond interest is 
compulsory.” We have no quarrel with 
descriptive generalizations such as these 
provided they are interpreted as such. 
We submit, however, that from the 
viewpoint of practical investment ap- 
plication statements such as these, pri- 
marily intended to afford a basic under- 
standing of the fundamental character- 
istics of the various types of securities, 
tend unduly to discredit selected pre- 
ferred stocks *as a haven for investment 


funds. 


It is certainly true that many pre- 
ferred stocks are superior to many 
bonds. Corporations issue bonds to get 
the tax deduction advantage of the in- 
terest payment. But upon examination of 
all factors, one may find the margin of 
interest coverage quite inferior, as com- 
pared with dividend coverage on in- 
numerable preferred issues. It can truly 
be said that bonds of this category from 
the standpoint of reasonable stability of 
principal often afford a yield which can- 
not be said to compensate for the risks 
indicated. The test of credit rating for 
a preferred is basically no different than 
for a bond. The financial capacity of the 
enterprise must be carefully examined; 
its relative earnings stability deter- 
mined; and one must make certain that 
preferred dividends have good coverage 
under the most adverse circumstances. 


Fixed Income Media Also Have 
Pluses 


At the present time, fixed income 
bearing securities are in disfavor with 
investors because of constant inflation- 
ary threats due to recurring Federal 
Government deficits and continuous 
pressure of rising wage costs. Aside 
from loss of purchasing power by in- 
vestment in fixed dollar obligations but 
assuming the semblance of orthodoxy in 
fiscal and credit policies in years ahead, 
the condition of a growing economy and 
relative price stability actually increases 
the safety of principal and income of 
fixed payment obligations. 

In the case of preferred stocks, a good 
example of this phenomenon is the long 
outstanding high-grade industrial non- 
callable preferreds, Originally issued to 
carry yields of 7% in many cases, these 
stocks have shown marked appreciation 
in principal over the years reflecting the 
downward trend in money rates. Also, 
and equally important, in most cases the 
issuing corporations have shown marked 
growth of sales and earnings so that 
dividend coverage has improved greatly 
despite the fact that prior interest 
charges over the years have expanded 
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sharply. These high-grade preferreds 
have gained a stature in investment 
circles which causes them to move in 
price with the trend of interest rates. 
The several seasoned non-callable issues 
exhibit extreme sensitivity to money 
market conditions and in consequence 
there have been many times in the past 
when purchases could be made to in- 
vestor advantage. 

A further generalization contrasting 
preferred stocks with bonds has been 
that one could expect greater fluctua- 
tions in the price of preferreds than in 
bonds on the basis that most bonds pos- 
sessed a definite maturity date whereas 





Ready to 
Assist You 
in Connecticut 


The Hartford National Bank 
and Trust Company is one of 
New England’s leading banks. 
Its Trust Department, which is. 
responsible for the care and 
management of property valued 
at approximately $515,000,000, 
is ready to assist you when- 
ever you desire an experienced 
representative in connection 
with estate administration or 
other fiduciary and _ banking 
services. 


Hartford 
National 
Bank 


and Trust Company 
Established in 1792 


OFFICES: 
HARTFORD WEST HARTFORD 
EAST HARTFORD MANCHESTER 
WINDSOR FARMINGTON 
MIDDLETOWN TORRINGTON 
NEW LONDON NORWICH 
STONINGTON MYSTIC 


OLD SAYBROOK NIANTIC 
Member Federal Deposit Insurance Corp. 
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preferred stocks could be considered 
perpetual for all practical purposes. In 
recent years, however, it should be 
pointed out that a great many preferreds 
have been issued with substantial sink- 
ing funds which have tended to con- 
tribute to price stability. We realize that 
in many cases such sinking fund require- 
ments are voluntary and inoperative but 
their existence does lend such issues a 
certain stature. Also, in recent periods 
of extreme money tightness several pre- 
ferreds carrying non-refundable or non- 
callable features for limited time periods 
have come to market. In addition, there 
are many instances where first call is at 
a sufficiently high price so that chances 
of the issue being taken away under 
more favorable money market conditions 
are rather remote. In a recent compila- 
tion of 439 public utility preferreds, 382 
had some kind of sinking feature and 17 
had non-callable features. The same com- 
pilation listed 276 industrial preferreds 
of which 133 had sinking fund require- 
ments and 46 were non-callable. 


What’s In a Name? 


Just as some bonds are bonds in name 
only and are inferior to many preferred 
stocks, so certain preferred stocks have 
characteristics of many common stocks 
and are preferreds in name only. Space 
does not permit a lengthy discussion of 
preferred issues where the element of 
risk may be great but may be offset by 
conditions which result in opportunities 
for substantial gain of principal value. 


Innumerable cases could be cited of such 
opportunities where the alert investor 
can participate to advantage. In this zen- 
eral category might be included the ma- 
jority of convertible preferreds. We 
have purposely avoided a discussion of 
convertibles although a good case can be 
made for purchase at the proper time, 
especially when investors are desirous 
of some current return at the same time 
that they would like to participate even- 
tually in the equity position. Selecting 
attractive convertibles not only involves 
judgment as to long-term prospects for 
the common stock but also an appraisal 
of the credit rating of the preferred. 
In Table I we have recorded market 
action for the post-war period of accept- 
ed preferred stock averages as compared 
with those of high-grade corporate 
bonds, medium-grade corporate bonds, 
and long-term U. S. Treasuries. The sev. 
eral defined money market swings from 
May, 1946 through February, 1959 have 
been studied and in the lower part of the 
Table, comparisons have been made to 
indicate the broader trends by noting 
yield changes for the specific groupings 
from May, 1946 to February, 1959; 
from October, 1948 to February, 1959; 
and from June, 1953 to February 1959. 
Ceriain highlights of this analysis are 
worth mentioning. Over the entire period 
from the lows in interest rates of May, 
1946 through February, 1959 the date 
of the latest available complete figures, 
the preferred stock groups have _per- 
formed better than the averages of other 





Table I - Yield Performance for Selected Periods - Percent* 








Moody's Moody's S & P Pfd, 
High Grade High Grade Yield 
Month and Year ind, Pfds. Util. Pfds. Index 
May 1946 3.42 3.42 3.47 
Oct. 1948 4.09 4,17 4.28 
+.67 +.75 +.81 
Oct. 1948 4.09 4.17 4.28 
April 1950 3.723 3.73 3.82 
-.36 -.44 -.46 
April 1950 3.73 3.373 3.82 
June 1953 4.24 4.45 4.47 
+.51 +,72 +.65 
June 1953 4.24 4.45 4.47 
Sept. 1954 3.86 3.88 3.98 
-.38 -.57 -.49 
Sept. 1954 3.86 3.88 3.98 
Oct, 1957 4.68 4.99 4.80 
+.82 +1.11 +.82 
Oct. 1957 4.68 4.99 4.80 
May 1958 4.13 4.36 4.31 
-.55 -.63 -.49 
May 1958 4.13 4.36 4.31 
Feb, 1959 4.32 4.61 4.51 
+.19 +.25 +.20 
May 1946 3.42 3.42 3.47 
Feb. 1959 4.32 4.61 4.51 
+.90 +1.19 +1.04 
Oct, 1948 4,09 4.17 4.28 
Feb. 1959 4.32 4.61 4.51 
+.23 +.44 +.23 
June 1953 4.24 4.45 4.47 
Feb, 1959 4,32 4.61 4.51 
+.08 +.16 +.04 


* Changes are in basis points, 





Moody's Moody's U.S.Treas, Moody's Moody's 
AAA Ind. AAA Util. Long-Term Baa Ind, Baa Util. 
Bonds Bonds Bonds Bonds Bor.ds 
2.47 2.49 2.19 2.84 3.02 
2.73 2.85 2.45 3.16 3.44 
+.26 +.36 +.26 +.32 +.42 
2.73 2.85 2.45 3.16 3.44 
2.53 2.59 2.30 2.85 8,15 
-.20 -.26 -.15 -.31 -.29 
2.33 2.59 2.30 2.85 3.15 
3.37 3.41 3.09 3.65 3.81 
+,84 +.82 +.79 +,80 +.6 
3.37 3.41 3.09 3.65 3.8 
2.80 2.94 2.51 3.38 3.44 
-.57 -.47 -.58 °.27 -.3 
2.80 2.94 2.51 3.38 3,44 
3.93 4.25 3.73 5.03 4.7 
+1.13 +1.31 +1.22 +1.65 +1.2 
3.93 4.25 3.73 5.03 4.7 
3.33 3.63 3.14 4.50 4,2: 
-.60 -.62 -.59 -.53 -.5 
3.33 3.63 3.14 4.50 4,2: 
4,03 4.25 3.88 4.80 4,7 
+.70 +.62 +.74 +.30 +.5 
2.47 2.49 2.19 2.84 3.¢ 
4.03 4.25 3.88 4.80 4.7 
+1.56 +1.76 +1.69 +1.96 +1.7 
2.73 2.85 2.45 3.16 3.4 
4.03 4.25 3.88 4,80 4.7 
+1.30 +1.40 +1.43 +1,64 +1.3 
3.37 3.41 3.09 3.65 3.8 
4.03 4,25 3.88 4,80 4.7 
+. 66 +.84 +.79 +1,15 +.9 
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fxed income securities. Yields on 
Moody’s high-grade industrial preferreds 
have increased only 90 basis points while 
yields on Moody’s AAA industrial bonds 
have increased 156 basis points. An ex- 
amination of the Table affords a com- 
parison of other particular preferred 
stock yield and bond yield averages. 

The earlier post-war period ending in 
June, 1953 covered an interval when the 
money rate structure was unusually in- 
fuenced by the Federal Reserve Board 
and U. S. Treasury accord for support- 
ing long-term Government issues. In ad- 
dition, the Korean conflict also tended 
to distort comparisons. A glance at the 
last two lines of Table I shows market 
action of preferreds between June, 1953 
and February, 1959 contrasted with 
other fixed income groups. During this 
interval the performance of preferred 
socks has been quite superior. For ex- 
ample, yields on Moody’s AAA indus- 
trial bonds, AAA utility bonds and long- 
term Treasuries increased 66, 84 and 79 
basis points respectively. The yields on 
Moody’s high-grade industrial and high- 
grade utility preferreds increased only 8 
and 16 basis points respectively. This is 
to say that the downside protection of 
principal value was substantially better 
in the case of the preferred stock aver- 
ages. 


Bond-Preferred Yields Closer 


Another observation is worth empha- 
sis. The yield spread between industrial 
bonds and preferreds and between util- 
ity bonds and preferreds as indicated by 
the Moody’s averages has steadily nar- 





TABLE II 
YIELD SPREADS — BASIS POINTS 


Moody’s AAA Ind. Moody’s AAA Util. 


Year Bonds and High- Bonds and High- 
grade ind. pids. grade util. pfds. 

1920 ___.... 36 High-grade 

wei 40 

1922 woes 56 util. 

1923 wagon 54 

1924 wh 50 preferreds 

1925 ue 53 

1926 bts 56 not available 

1927 2. 44 

1928 17 1920-1929 

1929 Bs 15 

194(; oe 106 97 

194° ela 122 105 

194 ate 131 122 

194°) ete 126 121 

1965 124 113 

195 i Bok 119 114 

oe 108 104 

1953 98 98 

195 4 Seas 106 101 

1955 ae 90 95 

1956 83 79 

fy RRS 72 76 

me 68 63 

1969 

Web.) 29 36 

Juxzr 1959 


rowed. This phenomenon has been par- 
ticularly marked since the highs of the 
bond market or conversely the lows in 
interest rates in the second half of 1954. 
The spread between Moody’s AAA in- 
dustrial bonds and high-grade industrial 
preferreds was 131 basis points in 1948 
and 106 in 1954. Since the latter date 
the spread has declined to an average of 
68 basis points in 1958 and in February, 
1959 the spread was only 29 basis points. 
A similar narrowing of spread occurred 
with respect to Moody’s AAA utility 
bonds and high-grade utility preferreds 
with the spread narrowing to 36 basis 
points in February, 1959. 


We have a continuous series on yields 
for both Moody’s AAA industrial bonds 
and high-grade preferreds going back to 
1920, shown in Table II. It is often re- 
marked that the spread between pre- 
ferred stocks and high-grade bonds in 
recent years has been much smaller than 
in the ‘20s when money rates generally 
were much higher than now. Except for 
the most recent period, facts do not bear 
this out. Comparing the aforementioned 
yields on Moody’s AAA industrial bonds 
and high-grade preferreds, the average 
yield spread in 1920 through 1929 was 
42.1 basis points whereas the yield 
spread in 1946 through 1958 was 104.1 














More net income for banks 





Today short term tax-exempt bonds actually 
return a bank more net income than do higher 
yield taxable securities. 

We make available to banks an exceptional 
diversity of these bonds. During the past ten 
years, either alone or with others, we have 
purchased more than 1800 tax-exempt issues 
totaling over $10 billions. Send without obli- 
gation for our latest offering list. 
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basis points but declining very rapidly 
during the past five years. The period of 
the 1930’s and World War II are omitted 
because of distortions from depression 
and recovery in the thirties followed by 
the war period with its artificial ease in 
money market conditions. 


What Is Normal Spread? 


It is hoped that this brief review of the 
historical trend of yield spreads in the 
averages will stimulate further discus- 
sion as to what constitutes a normal 
spread between preferred stocks and 
other fixed income securities. Certainly 
the rapid decline in the spread pattern, 
particularly in 1958 through the present 
time, would now seem to suggest cau- 
tion in making purchases of preferreds, 
particularly in the long-outstanding sea- 
soned issues. While the historical spread 
relationships certainly suggest that pre- 
ferreds are on the high side, this con- 
clusion may have to be tempered by the 
particular supply-demand situation in 
preferred issues which has developed in 
recent years. 

The final part of this paper attempts 
to throw some light on why the spread in 
favor of preferreds has narrowed so 
greatly and why it may be that, in the 
foreseeable future, the relatively narrow 
spreads between preferreds and other 
fixed income issues perhaps should be 
considered more normal. 

While during the past two and one- 
half years yield spreads on accepted pre- 
ferred stock averages of seasoned issues 
have been narrowing substantially, this 
does not necessarily mean that selective 
new preferred issues should have been 
avoided. Experience shows that seasoned 
issues are slow to reflect current yield 
trends. Concerning selective new issues 
of preferred, the initial average yield on 
four power and light company preferreds 
offered in September-October 1957 was 
5.60%. In May, 1958 average yield had 
declined to 5.15% and the yield in Feb- 


ruary, 1959 was 5.05%. From October, 
1957 to February, 1959, the decline in 
yield was 55 basis points. During this 
same interval, the yield on Moody’s 
high-grade utility preferred averages de- 
clined 38 basis points. In other words, 
the issues placed in the fall of 1957 have 
performed somewhat better. A more cur- 
rent compilation shows the same general 
trend. An average of six utility pre- 
ferreds issued within the past five 
months showed average original yields 
on offering of 4.96% whereas the cur- 
rent yield is 4.71% — a decline in yield 
of only 25 basis points. Another interest- 
ing comparison is that the current spread 
between Moody’s AAA utility bonds and 
high-grade utility preferreds is 36 basis 
points while the spread between the six 
recently issued utility preferreds and six 
recently issued utility bonds is 35 basis 
points. 

In discussing new preferred stock is- 
sues, particularly in the utility category, 
it should be emphasized that high cou- 
pon preferreds issued under tight money 
conditions carry a certain measure of 
vulnerability in that in many cases the 
danger of call is more imminent when 
the trend of rates is downward. On the 
other hand, modern preferreds are being 
issued with protective features such as 
non-refunding provisions or fairly high 
initial call prices. In the final analysis, 
alert investment management is obli- 
gated to take account of these factors in 
selection. 


Partial Eclipse 


During the past 38 years and particul- 
arly since the end of World War II there 
has been a noticeable decline in pre- 
ferred stock financing. In fact, the 
amount of preferred relative to total 
financing has varied indirectly with the 
corporate tax structure. From 1920 
through 1929 average corporation in- 
come tax was approximately 12%. Dur- 
ing this period total new security issues 
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amounted to $37.5 billion of which $21.6 
billion or 57.5% were bonds and $6.] 
billion or 16.4% were preferred stock. 
On the other hand, from 1948 through 
1957 and up to now, income tax for 
large corporations has risen from about 
40% to a current level of 52%, with at 
various times an additional excess prof- 
its tax. Total new security issues in 1948. 
1957 amounted to $89.2 billion, of 
which $69 billion or 77.5% represented 
bond financing and $5.9 billion or 7.2% 
new preferred issues. In 1958, new se- 
curity issues totalled $11.6 billion of 
which $9.7 billion or 83.8% represented 
bonds and only $551 million or 4.8% 
preferred stocks. 

The fact is simply that with high cor- 
poration tax rates, bond financing is 
preferable to issuance of preferreds bhe- 
cause interest is deductible. For this rea- 
son the preponderance of new preferred 
issues has been concentrated in public 
utilities where other considerations hav- 
ing to do with regulatory factors have 
prevailed. 


Opportunities Exist 


Reasons for offering utility preferreds 
include: (a) restrictions of bond inden- 
tures as to the extent to which property 
may be bonded; (b) influence of rating 
agencies with rigid rules as to maximum 
percent of capital in bonds to qualify for 
an A or AA, etc. rating; and (c) desire 
to provide leverage for the common. Re- 
funding of high dividend preferreds in 
some future year to increase leverage is 
always a possibility as could be a higher 
allowed rate of return owing to money 
costs. Under some conditions even a 
5.9% preferred is more advantageous 
than increasing common shares even 
though regulation permits only 6%. If 
bonding is at the limit and a common 
issue will dilute earnings per share, 
financial flexibility is lost and a_ pre 
ferred issue is almost mandatory. 

On the other hand, power and light 
managements have increasingly shunned 
preferred financing in their desire to 
achieve records of growing common 
earnings per share. As preferreds be- 
come more expensive the spread between 
the preferred dividend and the rate of 
return allowed isn’t large enough to 
benefit common shareholders much and 
advantages of leverage are greatly dim- 
inished. 

Natural gas pipeline company pre 
ferred stocks have been a special case 
with that industry experiencing its great 
growth post-war and still in need of sub- 
stantial preferred money to offset heavy 
bonding and policies of maintaining 
maximum leverage for common sliareés- 
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Insurance companies have found returns 
from gas pipeline bonds and preferreds 
— both characterized by exceptionally 
good sinking funds — attractive. Regu- 
lated by the Federal Power Commission 
on a cost of service and return on invest- 
ment basis, pipeline managements have 
heen willing to pay generously for pre- 
ferred money as they anticipate that 
mounting money costs will result even- 
tually in higher allowed rates of return. 

The unfamiliarity of many investor 
sroups traditionally interested in pre- 
ferred stocks with the fine protective 
features of gas pipeline preferreds helps 
create, with the continuing supply of 
new issues, opportunities for those in 
position to accept unseasoned issues and 
willing to concentrate in only a few cor- 
porate names. Like new money power 
and light issues, many of these pre- 
ferreds do qualify for the 85% dividend 
credit for Federal income taxes for cor- 
porate buyers. 


















Tax Savings, Too 





While on the one hand the supply of 
new preferred issues has been held down 
by the corporate tax structure, so de- 
mand has expanded because of tax con- 
siderations. A major factor contributing 
to demand for high-grade preferreds by 
corporations such as banks, insurance 
companies and others, is their tax treat- 
ment, namely, a special deduction from 
gross income subject to tax, of 85% of 
all dividends received from qualifying 
domestic corporations. Hence for corpo- 
rations, the effective tax rate on dividend 
income is but 7.8% (because of the 
85% dividend credit) in sharp contrast 
to a tax rate of 52% on income from 
bond interest. Thus a strong case can be 
made for a corporation owning high- 
grade preferreds instead of fully taxable 
bonds or, in many instances, even tax 
exempt bonds. 

The change in taxability of dividends 
to individuals has also tended to favor 
preferreds as compared with bonds, al- 
though the advantage is much less than 
with a corporation. These changes in- 
clude: (1) the first $50 of dividends re- 
ceived from a qualifying domestic cor- 
poration each year may be excluded 
from taxable income, though on a joint 
return. exclusion can be $100, provided 
both husband and wife each receive 
qualifying dividends of $50; (2) a tax 
credii against total tax liability limited 
to 4°" of the remaining qualifying divi- 
dend: (after the exclusion) or 4% of 
taxalie income whichever is the lesser. 

The following schedule shows the tax 
savings that could be effected by shifting 
from: an investment holding of all bonds 
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to one exclusively of stocks. While the 
tax shown is for an individual in the 
lowest bracket of 20%, as taxable divi- 
dends increase (likewise the tax bracket) 
dollar tax savings will increase. 


$100 of Investment Income 


Dividend Income 
Separate Joint 


Interest Income 
Separate Joint 


Tax $20 20 8 0 
$1008 of Investment Income 
Interest Income Dividend Income 
Separate Joint Separate Joint 

Tax $200 200 152 144 


Another factor on the demand side is 
that investment in preferreds by regu- 
lated investment companies (mutual 
funds) offers certain advantages under 
Federal Tax Laws. Investment companies 
pay no tax on income paid to sharehold- 
ers as dividends. By purchasing pre- 
ferred stocks as well as bonds for that 
part of the portfolio held for relative 
stability of income and principal, invest- 
ment companies are able to pass on a 
greater proportion of dividends which 
qualify for the benefits which the tax 
laws provide as discussed above. 

If 75% or more of an investment com- 
pany’ gross income is derived from 
qualifying dividends, all the dividends 
which it passes to its shareholders may 
be treated by them as qualifying divi- 
dends on which the above benefits can 
be obtained. If less than 75% of gross 
income qualifies, the dividends must be 
prorated — the actual percentage must 
be applied to the shareholder’s dividends 
in order to compute the amount on 
which benefits can be obtained. 

Because of this feature, as well as for 
other reasons, preferred stocks of de- 
sirable quality, should, under certain 
conditions, be attractive to investment 
companies. This is particularly the case 
with respect to balanced funds in which 
the shareholder is offered a completely 
balanced program of fixed income se- 


curities as well as common stocks. 

It appears self-evident that because of 
these factors and the unusually favorable 
supply-demand situation in the preferred 
markets which has developed in recent 
years, if we were able to weigh the in- 
terrelation of the various forces it prob- 
ably could be stated that limitations of 
supply have been the prime mover. The 
first thought is whether we can expect 
any change in this supply-demand situa- 
tion in years ahead so long as a high 
corporate income rate prevails. The an- 
swer would seem to be no. If this is a 
correct probability, it may be that we 
will have to alter our ideas as to what 
constitutes a normal yield spread be- 
tween high-grade preferreds and prime 
corporate and Government bonds. This 
is not to say that, considering the rela- 
tive degrees of risk, seasoned preferreds 
are currently on the bargain counter. It 
does imply, however, that in making 
selective purchases of preferreds in the 
future it may not be realistic investment 
practice to wait for the large yield 
spread which prevailed in the earlier 
post-war period. 

It has not been our intention to cham- 
pion the cause of preferreds as institu- 
tional investments as contrasted with in- 
vestments in high-grade corporate bonds 
and U. S. Government securities. What 
we have tried to do is describe the back- 
ground in which preferred stocks com- 
pete for investment funds with other 
fixed income securities, and to empha- 
size that investing in preferreds can be 
a rewarding effort. It would also appear 
from our studies that perhaps the cur- 
rent market for preferreds may not be 
quite as vulnerable as it would seem on 
the surface based on historical stand- 
ards. Certainly in recent years preferred 
stocks carefully selected have afforded 
relatively good stability of principal and 
income in relation to risks involved. 
There are reasons for believing that such 
will be the case in the foreseeable future. 
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Yes ... Studley, Shupert Trust Investment 


Council services go far beyond mere statistical 
data and generalized analyses of 
economic conditions. Instead, the Council 





anes. TRUST INVESTMENT 
ae COUNCIL 








augments its Members’ trust department 
personnel with a staff of experienced, 
competent, trust-minded specialists . . . 

and these assist Members in attaining the 
specific trust objectives of individual accounts. 
We invite you to investigate the advantages 
of Council Membership. Write Dept. TE-2. 
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PREFERRED STOCKS IN COMMON TRUST FUNDS 


stuby OF 300 Common TRrusT 

Funds with aggregate holdings of 
$1,969,000,000 taken as of the available 
1958 valuation date nearest to the year- 
end showed total preferred stock hold- 
ings of $221,700,000. This is $17,200,- 
000 more than the holdings of preferred 
stocks in the 245 Common Trust Funds 
reported a year ago, both at market val- 
uations. 

Discretionary type funds held $145,- 
200,000 of this amount (8.1% of total 
portfolio for the 184 Funds of this type). 
The 62 restricted type funds held $51,- 
600,000 in preferred stocks or 15.4% of 


their total portfolio. Twenty income 
funds included $24,700,000 of preferreds 
or 24.5% of portfolio; and 27 common 
stock funds held $200,000 of preferreds 
or one tenth of one per cent of port- 
folio. None of the seven bond funds held 
any preferred stocks. 

As compared with the 1958 compila- 
tion, 55 issues have been added and 25 
have disappeared from the list, leaving 
a net gain of 30 and a grand total of 584 
issues. Generally speaking, there was 
little change in the proportion of pre- 
ferred stocks held, although the discre- 
tionary, restricted and common stock 


types of funds showed slightly smaller 
percentages. 

Because of their hybrid character, the 
preferred sector’s chief function is to 
sweeten return from the fixed-income 
portion of the investment portfolio, al- 
though attractive opportunities for capi- 
tal gains can at times be uncovered by 
the canny manager, because high-grade, 
non-callable, seasoned preferreds of lead. 
ing corporations move closely with 
money rates. 

A discussion of preferred stocks as 
an investment medium appears at page 
563 of this issue. 





PREFERRED STOCKS IN COMMON TRUST FUNDS 


(Figures represent number of funds holding; asterisk denotes convertible) 
























































Drucs, Foops, Tosacco 1957 1958 1957 1958 1957 1958 
1957 1958 Seaboard Finance $5.00 .... 2 2 Cen. Tire & Rub. 5.50% 1 1 White Motor $5.25 0.000000... 2 2 
*Abbott Laboratories 4% .... 12 11 Southwestern Invest. $1 ... 1 1 P. H. Hanes Knitting 5% .. 1 1 Worthington $4.50 200000... 2 3 
Amalgamated Sugar 5% ... 0 1 Tri-Continental $2.70 ........ 7 8 Harbison-Walker Refract. 
Amer. Crystal Sugar 4.50% 1 1 $6. meer ne te 3 2 MercHANDISING & MISCELLANEOUS 
Amer. Snuff 6% .....0...:c00.... 1 1 Hercules Powder 5% 5 8 
Amer. Sugar Refin. $7. ...... 3 2 Heyden-Newport Chem. Allied Stores 4% Gre, SS ae 
Amer. Tobacco 6% .......--....- 30 34 INDUSTRIALS soe AS CEE eee 2 2 *Amer. Bakeries 4.50% ........ 1 0 
Beatrice Foods 4.50% ........ 4 Ot *Heyden-Newport Chem. Assoc. Dry Goods $5.25 ..... 4 5 
Canada Dry $4.25 .... 5 4 *Air Reduction 4.50% ........ 1 0 I a 1 1 Bullock’s 4% phe — 1 1 
Carnation 3.75% 1 1 *Allis-Chalmers 4.08% ........... 7 6 Hceoker Chem. $4.25 .... - 8 3 Burlington Industries 4% 2 2 
Colgate-Palmolive $3.50 ...... 7 6 Amer. Can 7% -.-- 21 27 Hudson Pulp & Paper 5% 2 2 Colonial Stores 4% ............ 1 1 
Continental Baking $5.50 .. 3 4 Amer. Mach. & Fedry 3.90% 2 2 Hudson Pulp & Paper 5.12% 2 2 Feod Fair Stores $4.20 .... 2 1 
Corn Products 7% 1 Amer. Marietta 5% .......... 3 4 Ingersoll-Rand 6% .- 1 1. Gimbel Bros. $4.50 2 2 
General Mills 5% 15 Amer. Potash & Chem. 4% 1 1  nterchemical 4.50% - 4 5 Grand Union 4.50% .......... 2 2 
Great Western Sugar 7% .. 5 ¢  Anchor-Hocking Glass $4. 2 2 Int. Harvester 7% 40 46 W. T. Grant 3.75% _........... 10 12 
H. J. Heinz $3.65 ................ 3 3 Armstrong Cork $3.75 ........ 8 8 Int. Min. & Chem. 4% 1 2 Halle Bros. $2.40 ............... 1 1 
George W. Helme $7. .......... 1 i; Avondale Mills $4.50 ......... 0 1 Int. Paper 4% ... nee | 5 Hecht $3.75. ......... ea 
Horn & Hardart 5% .......... 4 3  A-S. Beck Shoe 4.75% ........ 1 1 1T.E. Circuit Breaker *McCrory Stores $3.50 ..... 3 5 
Jewel Tea $8.75 ................... 1 1 Bell & Howell 4.75% ........... 1 1 4.609 pica al 4 R. H. Macy $4.25 ................ 2 2 
Liggett & Myers $7. ............ 20 «28 Borg-Warner 3.50% ........--.- 6 6 *Kaiser ‘alee. & Chem. “$4. 12 . 12 Marshall Field $4.25 .......... 3 3 
P; Toelara 97. .................... 6  4_—— Budd $5. ono enn encnennnneeeeeeees 1 1 Kaiser Alum. & Chem. $4.75 17 May Dept. Stores $3.40 ... 2 3 
eS an 7 6 Calumet & Hecla $4.75 ........ 2 1 *Kaiser Alum. & Chem. $4.75 25 13 May Dept. Stores $3.75 ...... 16 17 
. » hii 17 3 emer S000). <.........222..-00:.- 2 1 PONE We as 53 hase sccenccnsccensins 8 6 Montgomery Ward 7% __.- 12 14 
National Biscuit. $7. Tae 12 g *Carrier 4.80% .......-.-.--.--.0 P 1 *Lamson & Sessions 4.75% .. 1 1 Moore-Handley H’dware5% 1 0 
*Nat. Distillers & Chem. Caterpillar Tractor 4.20% . 18 James Lees & Sons 3.85% .. 2 2 J. J. Newberry $3.75 .......... 6 10 
a antes ory 5 *Celanese 4.50% ............-c-ess00 ia 11 Lynchburg Foundry $4.25.. 1 1 Pfeifer of Arkansas $5 __.. 1 1 
Pet Milk $4.50 _ 6 6 Celanese 7% 1 1 *Magnavox 4.75% ........0.0... 1 1 Safeway Stores $4 ____ 18 2 
Charles Pfizer $4. .00.0........... 2 1 Celotex $1 .......................-.0<- 2 1 Mead $4.25 1 1 *Safeway Stores $4.30 ....... 4 2 
Philip Morris $3.90 ............ 3 Champion Pap. & Fib. $4.50 6 5 Melville Shoe $4 ........00.......... 3 3 Western Auto Supply 4.80% 2 2 
Philip Morris $4. ......... 14 Chatham Mfg. 4% 1 1 = Melville Shoe $4.75 _.......... 2 3 Wieboldt Stores 4.25% i a 
Quaker Oats 6% ............. 9 Chemetron 4.25% eo 3 National Gypsum $4.50 ...... 8 7 
R. J. Reynolds $3.60 .... g Clark Equipment 5% ........ 1 1 *Olin Mathieson 4.25% .......9 0 PerroLtEumM, Mininc & MerTALs 
R. J. Reynolds $4.50 WS, eer 1 1 *@liver 2500 wn... ...2. 1 1 
*Schering 5% ........... Ee 1 *Cluett Peabody 4% ............. 1 1 *QOwens Illinois 4% ...............18 18 Alum. Co. of Amer. 3.75% 13 16 
S. Porto Rico Sugar 8% ... 3 3  Cluett Peabody 7% ............ 1 1 Oxford Paper 5% 2 1 Amer. Smelt. & Refin. 7%.. 19 16 
*Standard Brands $3.50 ...... 5 4 Container 4% ...... . 7 9 Peabody Coal 5% 0 1 *Anderson-Pritchard Oil 
*Standard Packing $1.20 ...... 0 1 Continental Can $3.7 evtor 11 7 Phiteo $8.75. ............ 5 5 A ee 7 6 
Stokely-Van Camp 5% ......... 1 2g “*Continental Can $4. 50 er 3 8 *Pittston $3.50 ......... 0 2 *Ashland Oil & Refin. $1.50 1 2 
United Biscuit $4.50 ............ 2 1 Cook Paint & Varnish $3. 1 1 Radio Corp. of Amer. "$3. 50 20 22 *Ashiland Oil & Refin. $5... 2 2 
U. S. Tobacco 7% ................ 0 1 Corning Glass 3.50% .......... 1 1 Rohm & Haas $4. .......00...... 3 3 Atlantic Refin. 3.75% ........ 15 13 
Universal Leaf Tob. $8. ‘> S 2 ee cae. 8 8 St. Regis Paper $4.40 ........ 1 2 Bethlehem Steel 7% . .......18 15 
*Wesson Oil & Snowdrift $4 0 1 Crown Cork & Seal $2. ... 1 1 Scott Paper $3.40 ................ 1 0 *Bridgeport Brass 4.50% ... 4 4 
Wesson Oil & Snowdrift Crown Zellerbach $4.20 .... 16 18 Seott Paver St. .....:0...2. § 5 *Champlin Oil & Refin. $3. 1 1 
4.80% ....... eee 1d 1 Dana i Bete cana rats te 3 3 Sherwin-Williams $4 ..... 5 5 Getty Oil 4% .......... ae. 
Wilson & Ga $4. 25 ae 0 1 Deere 7% ......- cs 0 Spencer Chemical $4.20 ...... 4 4 Int. Silver 7% 2 2 
> antely Gardner ‘$1. 50 an we, 25 Sperry Rand $4.50 .............. 6 7 Jones & Laughlin Steel 5% 9 7 
duPont $3.50 ined 13 po |) eee ee 1 1 Kendall $4.50 ....... ~ 2 2 
FINANCIAL & INSURANCE duPont $4.50 .................. 24 Thompson Ramo- Minn. Mining & Mfg. $4. a 3 
Ekeo Products 4.50% .......... 0 Wooldridge 4% a. a National Lead 6% .............. 6 5 
Amer. Home Assur. 4.64% 2 2 Endicott Johnson 4% .... 4 *Tung-Sol Electric 5% ae 2 National Lead 7% .... ee 9 
Amer. Investment $5.25 _. 4 4 Federal Paper Board 4. 60% 0 2 *United Aircraft 4% —.......... 10 12 £*Phillips Petroleum 4. 25% x oe 0 
Assoc. Investment 4.50% .... 1 1 Firestone Tire & Rubber United Shoe Mach. 6% ...... 2 2 *Reynolds Metals 4.50% ...... 0 1 
Beneficial Finance 5% ........ ‘2 ey eee ade 4 U.S. Borax & Chem. 4.50% 1 1 Reynolds Metals 4.75% —.- 14 14 
Christiana Securities 7% .... 1 1 Flintkote $4. ........ 2 F U. S. Gypsum 7% ............ 4 Standard Oil—Ohio $3.75 .. 6 5 
Gen. Amer. Investors $4.50 1 1 *Food Mach. & Chem. 3.25% 0 1 - U. S. Plywood 3.75% eters 4 1 *Sunray Mid-Continent Oil 
Household Finance 3.75% .. 8 6 Food Mach. & Chem. 3.75% 12 9 U. S. Rubber 8% —_.............. un 6h eS ee ee, Ws eee ee 2 2 
Household Finance 4% ...... 7 6 General Cable 4% ................. 1 1 Victor Chemical 3.50% ...... 2 2 Sunray Mid-Continent Oil 
Household Finance 4.40% 12 11 General Controls 6% ........... 1 1 *Vulean Materials 5% ........... 1 0 oT IRS ORE BS! || 30 24 «2 
*Marine Midland 4% 0000.0... 5 3 General Motors $3.75 ........28 26 Vulean Materials 5.75% .... 0 1 Sunray Mid-Continent Oil 
*Northwest Bancorporation General Motors $5. _... 39 39 W.Va. Pulp & Paper 4.50% 2 4 5.50% cosesuee cea ae 
ee 8 General Shoe $3.50 ............ 3 2 Westinghouse Elec. 3.80% 25 27 Tidewater Oil ‘$1. “a a 
*Providence Wash. Ins. $2... 2 1 Gen. Tire & Rub. 4.25% .... 1 1 *Whirlpool 4.25% ................. 0 1 U. S. Smelt. & Min. 7% .... 6 2 
Seaboard Finance $4.75 .. 1 1 ‘*Gen. Tire & Rub. 4.50% ... 1 i. Witenes! 450%.....2...... 1 O° U.S Saas 61 72 
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Pusuic UTILITIES 





1957 1958 
Alabama Gas $3.50 ............ 1 1 
Alabama Pwr. 4.20% ......... 4 4 
Alabama Pwr. 4.60% —..... 5 4 
Amer. Nat. Gas 6% ............._ 0 1 
Appalachian El. Pwr. 

Co Ae Sone an 14 15 
Arizona Pub. Serv. $1.10 .... 1 1 
*Arizona Pub. Serv. $2.40 .... 3 2 
Arkansas Pwr. & Lt. $4.32 1 0 
Arkansas Pwr. & Lt. $4.72 5 6 
Atlanta Gas Lt. 4.44% __... 4 4 
Atlanta Gas Lt. 4.50% —... 4 2 
Atlantic City El. 4% .......... 2 2 
Baltimore Gas & El. 4% .... 2 2 
Baltimore Gas & El. 4.50% 10 9 
Black Hills Pwr. & Lt. 

Ps RII. aavncctebacnccasasacactassie 1 1 

oe AMET AIT Spat > Sd 2 1 
Blackstone Valley Gas & 

El. 4.25% ....... een 1 

Blackstone Valley “Gas & 
Boston Edison 4.25% .......... 4 5 
Boston Edison 4%.% ... a 5 
Calif. El. Pwr. $3. ....... : 2 
Calif. El. Pwr. 6% 0 2 
Calif.-Ore. Pwr. 4.70% ...... 2 2 
Calif-Ore. Pwr. 5.10% ....... 7 7 
Calif.-Ore. Pwr. 6% ........... 1 1 
Calif.-Ore. Pwr. 7% ........... 1 2 
*Calif. Water & Tel. $1. 24. 0 2 
Carolina Pwr. & Lt. $4.20.. 2 2 
Carolina Pwr. & Lt. $5. ... 4 4 
Central Hudson Gas & El. 

4.75% ....... 1 1 
Central Il. El. & Gas rr 10% 2 2 
Central Illinois Lt. 4.50% — 7 8 
Central Illinois Lt. 4.64% 3 4 
Central Jll. Pub. Serv. 4% 0 1 
Central Ill. Pub. Serv. 

4.92% ae | 1 
Central Louisiana EI. & 50% 1 1 
Central Maine Pwr. 3.50% 1 1 
Central Pwr. & Lt. 4% .... 4 3 
Central Tel. $2. ....... ae 1 
Cincinnati Gas & El. “4% 6 5 
Cincinnati Gas & El. 4.75% 0 8 
City Wtr. Chattancoga 5% 1 1 
Cleveland El. JTillum. $4.50 13 12 
Colorado Interstate Gas 5% 2 1 
Columbus & S. Ohio El. 

4.25% .... 1 1 
Columbus & Ss. “Ohio El 

4.65% ... 1 1 
Columbus & 's. Ohio EL. 6% 1 1 
Commonwealth Edison 

3 Nae ee ices ae 13 
Commonwealth Edison 

Ce EE ABE SEE ee 1 1 
Commonwealth Edison 

5.25% . a 15 
Conn. Lt. & ‘Pwr. $2. canoe | 11 
Conn. Lt. & Pwr. $2.06 ...... 1 1 
Conn. Lt. & Pwr. $2.09 ...... if 1 
Conn. Lt. & Pwr. $2.20 ...... 2 2 
Conn. Pwr. 4.50% ............... 2 0 
Consol. Edison $5. ................ 48 48 
Consumers Pwr. £4.16 ........ 4 4 
Consumers Pwr. $4.50 ._o 2 
Consumers Pwr. $4.52 ........ 10 9 
Dallas Pwr. & Lt. $4. ........ 3 3 
Dallas Pwr. & Lt. $4.24 ... 5 6 
Dallas Pwr. & Lt. 4.50 1 2 
Dayton Pwr. & Lt. 3.75% 5 5 
Dayton Pwr. & Lt. 3.90% .. 3 3 
Delaware Pwr. & Lt. 3.70% 4 4 
Delaware Pwr. & Lt. 4% .. 3 3 
Delaware Pwr. & Lt. 4.20% 2 2 
Delaware Pwr. & Lt. 4.56% 4 3 
Delaware Pwr. & Lt. 5% .. 4 5 
Duquesne Lt. $2.075 ........ 1 0 
Duquesne Lt. $2.19 . 7 


Duquesne Lt. 3.75% 
Duquesne Lt. 4% 





Duquesne Lt. 4.10% .......... 2 
Duquesne Lt. 4.15% ............ 3 
Duquesne Lt. 4.20% ............ 8 
Duquesne Lt. 4.52% 1 





Eastern Gas & Fuel & 50% 1 


El] Paso Elec. $4.50 .............. 1 
El Paso Nat. Gas 4.10% .... 1 
El Paso Nat. Gas 4.50% .... 0 
*El Paso Nat. Gas $5. .......... 8 


El Paso Nat. 
El Paso Nat. 


Gas 5.36% —. 5 
Gas 5.50% -.... 14 


El Paso Nat. Gas 5.65% —- 7 
El Paso Nat. Gas 5.68% —.. 4 
El Paso Nat. Gas 6.40% .... 1 
*Equitable Gas 4.50% .......... 7 
Florida Power 49% ceec..c.c--- 3 
Florida Power 4.40% ........ 2 


_. 


_ 


-_ 
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Florida Power 4.60% .......... 
Florida Pwr. & Lt. 4.32% .. 
Florida Pwr. & Lt. 4.50% 
Gen. Tel. & Electronics $4 
*Gen. Tel. & Electronics 
4.25% ... ane 
*Gen. Tel. & ‘Electronics 
5.28% .. 
Gen. Tel., 
Gen. Tel., 
Gen. Tel., 
Gen. Tel., 
Gen. Tel., 
Gen. Tel., 


California 4.50% 
California 5.50% 
Florida $1.30 .... 
Penna. $2.10 ...... 
Penna. $2.25 ...... 
Southeast 5.80% 
Gen. Tel. Southwest 5.50% 
Gen. Tel., Southwest 5.60% 
Georgia Pwr. 4.60% 
Georgia Pwr. 4.92% 
Georgia Pwr. 5.00% .......... 
Gold & Stock Tel., Gtd. ...... 
Gulf Interstate Gas 6% . 
Sart Power. 4:889 0° «~.....:.... 
Gulf States Utilities $4. 20 a 
Gulf States Utilities $4.40 _ 
Gulf States Utilities $4.44 .. 
Gulf States Utilities $5. .... 
Hartford Elec. Lt. 4.50% 
Hartford Gas 8% st ade 
Hawaiian Elec. 4.25% sedan 
Hawaiian Elec. 4.50% 
Hawaiian Elec. 5% 
Hawaiian Elec. 5.50% ........ 
Hawaiian Tel. 4.80% .......... 
Houston Ltg. & Pwr. $4. 
Houston Nat. Gas 5% 
Idaho Pwr. 4% ........--- 
Illinois Power 4.08% 
Illinois Power 4.20% ... 
Illinois Power 4.26% _.. 
Illinois Power 4.42% 
Illinois Power 4.70% 
Indiana & Mich. El. 4. 125% 
Indianapolis Pwr. & Lt. 4% 
Indianapolis Pwr. & Lt. 

5. 65% ssetesess 
Interstate Pwr. 4. 36%. eecas 
Iowa El. Lt. & Pwr. 4.80% 
Iowa Pwr. & Lt. 4.35% .... 
Jersey Central Pwr. & Lt. 

4% .... 
Kansas City 

RINT. siskcitlncinirsdencinstascean 
Kansas City Pwr. & Lt. 4% 





“Pwr. & Lt. | 


Kansas City Pwr. & Lt. 
420%... A Spiicgath chaue 

Kansas City Pwr. & Lt. 
4.35% ...... ican 

Kansas City Pwr. ry pra 
ES en en 


Kansas-Neb. Nat. Gas 5% .. 
Kentucky Utilities 4.75% 
*Laclede Gas 4.32% - 

*Lone Star Gas 4.84% = 
Long Island Lighting 4.35% 
*Long Island Lichting 4.40% 
Long Island Lighting 5% 
Louisiana Pwr. & Lt. 4.44% 
Louisiana Pwr. & Lt. 4.96% 
Louisville Gas & El. 5% 
Metropolitan Edison 3.80% 
Metropolitan Edison 3.85% 
Metrcpolitan Edison 3.90% 
Metropolitan Edison 4. 35% 
Metropolitan Edison 
Minneapolis Gas 5% 
Minneapolis Gas 5.10% 
Minneapolis Gas 5.50% 7 
Minnesota-Dakota Utilities 

$4.70 


Pwr. 


Mississippi 4.40% 

Mississippi Pwr. 4.60% ...... 

Mississippi Pwr. & Lt. 

Mississippi Pwr. & Lt. 
BBG cccceeses 


Missouri Pwr. & Lt. "3.90% 
Missouri Pub. Serv. 4.30% 
Monongahela Pwr. 4.40% 
Monongahela Pwr. 4.50% .. 
Monongahela Pwr. 4.80% .. 
Montana-Dakcta Utilities 
4.70% “ iielareenetihe cities 
Narragansett El. ‘4.50% 
Narragansett El. 4.64% 
New England Pwr. 6% 
N. J. Pwr. & Lt. 4% ........ 
N. J. Pwr. & Lt. 4.05% .... 
*New Orleans Pub. Serv. 
4.36% 


New Orleans Pub. Serv. 


S676... nc 
New York El. & “Gas 3.15% 


1957 1958 
2 1 
1 0 
sf 8 
4 3 
5 2 
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New York El. & Gas 4.40% 
New York El. & Gas 4.50% 


Niagara Mohawk 
Niagara Hohawk 
Miagara Hcohawk 
Niagara Mohawk 
Niagara Hohawk 


Pr. 3.40% 
Pr. 3.60% 
Pr. 3.90% 
Pr. 4.10% 
Pr. 4.85% 


1957 1958 


Niagara Mohawk Pr. 5.10% 
Niagara Mohawk Pr. 5.25% 
Northern Illinois Gas 5%.. 
*Northern Ind. P. S. 1.76% 
Northern Ind. P. S. 4.22% 
Northern Ind. P. S. 4.25% 
*Northern Ind. P. S. 4.40% 
Northern Ind. P. S. 4.50% 
Northern Nat. Gas 5.50% .. 1 
Northern Nat. Gas 5.80% .. 
Northern States Pwr. $3.60 
Northern State Pwr. $4.08 
Northern States Pwr. $4.10 
Northern States Pwr. $4.11 
Northern States Pwr. $4.16 
Northwest Nat. Gas 5.75% 
Ohio Edison 3.90% .............. 
Ohio Edison 4.40% .............. 
Ohio Edison 4.44% 
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Ohio Edison 4.56% ............. 5 
Ohio Pwr. 4.20% 2 
Ohio Pwr. 4.40% eR 
Ohio Pwr. 4.50% -.............. 8 
Okla. Gas & El. 4% ............. 0 
Okla. Gas. & El. 4.24% ....... 3 
Okla. Nat. Gas 4.75% -.....- 4 
Okla. Nat. Gas 4.92% ........ 3 
Pacific Gas & El. 4.36% .... 5 


Pacific Gas & El. 4.50% -.. 12 
Pacific Gas & El. 4.80% ... 8 
Pacific Gas & El. 5% ......... 22 


Pacific Gas & El. 
Pacific Gas & El. 


5.50% .... 12 
6% 


Pacific Lighting $4.36 ........ 8 
Pacific Lighting $4.50 ........ 12 
Pacific Lighting $4.75 ........ 18 
*Pacific Lighting $4.75 ........ 0 
Pacific Pwr. & Lt. 5% -. 1 
Pacific Tel. & Tel. 6% —...... 5 
Penna. Elec. 3.70% 

Penna. Elec. 4.05% .. 

Penna. Elec. 4.40% 

Penna. Elec. 4.50% 

Penna. Elec. 4.60% 

Penna. Elec. 4.70% 

Penna. Pwr. 4.24% 

Penna. Pwr. 4.25% 





Penna. Pwr. 4.64% a. 
Penna. Pwr. & Lt. 3. 35% 5 
Penna. Pwr. & Lt. 4. 40% . sn a 
Penna. Pwr. & Lt. 4.50% .. 14 
Penna. Pwr. & Lt. 4.60%.. 4 
PEs MOB Bs cic 2 
Phila. Elec. $3.80 ................ 14 
Phila. Elec. $4.30 .......... 4 
Phila. Elec. $4.40 ......... sida 
Pitts. Miles. 8406 ................. 13 
Phila. Sub. Water 3.65% 
Phila. Sub. Water 4.95% 
Phila. Sub. Water 5% ......... 


Potomac Edison 4.70% ........ 
Potomac Elec. Pwr. $2.44 .. 
Potomac Elec. Pwr. $2.46 .. 


*P. S. Elec. & Gas $1.40 ...... 
P. S. Elec. & Gas 4.08% 
P. S. Elec. & Gas 4.18% 
P. S. Elec. & Gas 4.30% .... 
P. S. Elec. & Gas 5.05% .... 
Pub. Serv.—Colo. 4.25% 
Pub. Serv.—Colo. 4.64% 
Pub. Serv.—Ind. 3.50% 
Pub. Serv.—Ind. 4.16% ...... 


. Serv.—Ind. 4.20% ...... 
. Serv.—Ind. 4.32% 
*Pub. Serv.—Ind. 4.80% 
Public Serv.—Okla. 4% ...... 
Public Serv.—Okla. 4.24%.. 
Rochester G. & El. 4% 
Rochester G. &' El. 
Rochester G. & El. 
Rochester G. & El. 
Rochester Tel. 59 , 
San Diego G. & El. “4.40% 
San Diego G. & El. 4.50% 
San Diego G. & El. 5% .... 
San Diego G. & El. 5.60% 
*San Jose Water 4.70% ...... 
*San Jose Water 4.75% ...... 
Savannah El. & Pr. 4.36% 
Seranton Spring Brook 
Water 4.10%) ......... 

S. Carolina El. & Gas ‘4. 50% 
S. Carolina El. & Gas 5% _ 
S. Pittsburgh Water 4.50% 
S. Pittsburgh Water 4.70% 


4.10% .. 
4.75% 
4.95% .. 
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S. Pittsburgh 


Southern Cal. 


Southern Cal. 
Southern Cal. 
Southern Cal. 


Southern Cal. 


Southern Cal. 


Water 5.25% 
Edison Orig. 
Edison 4.08% 
Edison 4.24% 
Edison 4.32% 
Edison 4.78% 
Edison 4.88% 


1957 1958 


Southern Cal. Edison 5% .. 
Southern Cal. Gas 6% 
Southern Ind. G. & E. 4.80% 
Southern Union Gas 4.25% 
Southern Union Gas 5% ... 
Southwest’n El. Pwr. 4.28% 


Southwest’n El. Pwr. 5% .. 
Southwest’n El. Ser. 4.40% 
Southwestern P. S. 3.70% .. 
Southwestern P. S. 3.90% .. 
Southwestern P. S. 4.15% .. 
Southwestern P. S. 4.36% .. 
Southwestern P. S. 4.40% .. 
Southwestern P. S. 4.60% .. 


Tampa Electric 4.16% ........ 
Tampa Electric 4. 320% ai 
Tampa Electric 5.10% 
Texas Elec. Serv. 4% ......... 
Texas Elec. Serv. 4 4.56% =s 
Texas Elec. Serv. 4.64% .... 
Texas Elec. Serv. 5.08% .... 
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Texas Pwr. 
Texas Pwr. 
Tevas Pwr. 
Texas Pwr. 


& it. $4. ........ 
& Lt. $4.56 .... 
& Lt. $4.76 .... 
& Lt. $4.84 .... 


Toledo Edison 4.25% = 
Toledo Edison 4.56% .......... 


Union Elec.—Mo. $3.50 


anonawtror ft 


Union Elec.—Mo. $3.70 ...... 
Union Elec.—Mo. $4. .......... 
Union Elec.—Mo. $4.50 ...... 
United Illuminating 4.35% 
United Tel.—Penna. 4.50% 
Virginia Elec. & Pwr. $4.12 
“Virginia Elec. & Pwr. $4.20 
Virginia Elec. & Pwr. $5. - 
Washington Gas Lt. $4.25 .. 
West Penn. Pwr. 4.10% .... 
West Penn. Pwr. 4.20% .... 
West Penn. Pwr. 4.50% .... 2 
West Texas Utilities 4.40% 
Wisconsin El. Pwr. 6% .... 
Wisconsin Pr. & Lt. 4.40% 
Wisconsin Pr. & Lt. 4.50% 
Wisconsin Pr. & Lt. 4.76% 
Wisconsin Pub. Serv. 5% .. 
Worcester County El. 4.44% 
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TRANSPORTATION 


Ala. Grt. Southern 6% 
*Amer. Airlines 3.50% 
Atch., Top. & Santa Fe 5% 
Carolina, Clinch. & O. 5% 
Greyhound 4.25% 
Greyhound 5% 
Kansas City Southern 4% 
Nashville & Decatur Gtd. .. 
Norfolk & Western 4% .... 
North Penna. 4% ..... 
Norwich & Worcester 8% 
Panhandle East. P. L. $4 5 
Phila., Germ. & No. RR $6 
Pitts., Ft. Wayne & Chi. $7 
Reading 4% 
Rich., Fred. & Potomac 4% 
Southern $1 
Southern 5% P ante 
Tenn. Gas Trans. a 10% 
Tenn. Gas Trans. 4.259 
*Tenn. Gas Trans. 4.50% 
Tenn. Gas Trans. 4.60% .... 
Tenn. Gas Trans. 4.64% .... 
Tenn. Gas Trans. 4.65% .... 
Tenn. Gas Trans. 4.90% .... 
Tenn. Gas Trans. 5% 
*Tenn. Gas Trans. 5% - = 
Tenn. Gas. Trans. 5.10% .... 7 
Tenn. Gas Trans. 5.12% .... 1 
*Tenn. Gas Trans. 5.16% 0 
Tenn. Gas Trans. 5.25% 3 
Texas East. Trans. 4.75% . mete 
Texas East. Trans. 5% at 
*Texas East. Trans. 5.35%.. 0 
Texas East. Trans. 5.50%... 4 
Texas East. Trans. 5.85%... 2 
3 
3 
0 
1 
4 
2 
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Trans. Gas Pipe Line $2.55 
Trans. Gas Pipe Line $4.90 
Trans. Gas Pipe Line $5.70 
Trunkline Gas $5. ................ 
Union Pacific 4% 
Un. N.J. R.R. & Can. 10% 

Virginian 6% .............. 11 
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BUSY 
TRUST 
OFFICERS 


are invited to 
send for a copy of 


“PLANNED 
INVESTMENT 

FOR BANK TRUST 
DEPARTMENTS” 


The complex task of administering trust 
funds is one that takes an increasing 
amount of your time and effort. As a 
bank trust officer you are well aware 
of this, and you know that one of the 
most important of your problems is the 
management of the securities portfolio 
itself. 


Knowledgeable as you may be about 
investments, haven’t you often felt it 
would be very helpful to have a group 
of competent outside advisors regularly 
available? Haven’t you wished that the 
investments of each of your trusts could 
have the advantages of professional ad- 
visors who would be available to you 
at all times? 


The specialists in the Planned Invest- 
ment Department at Smith, Barney & 
Co. are ready to give you this kind of 
help. 


The plan under which we would work 
with and for you would be specially 
set up to meet the needs of your bank 
and the individual trusts. 


If you would like to know more 
about our investment services and how 
they can help you and your clients, send 
for a copy of our brochure, ‘Planned In- 
vestment for Bank Trust Departments.” 


Smith, Barney & Co. 


Members New York Stock Exchange 
and other leading exchanges 


20 Broad Street, New York 5, N. Y. 
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Growth of Common Trust 
Funds Reported in 
Federal Reserve Survey 


An aggregate market value of $2,434 
million for 322 Common Trust Funds 
at the end of 1958 was reported in the 
May Federal Reserve Bulletin. This rep- 
resents an increase during the year of 
$469 million of which market apprecia- 
tion accounted for $299 million and net 
additions of $157 million for most of 
the remainder. The latter figure is $55 
million more than in 1957. It is esti- 
mated that new money was _ invested 
50% in bonds, 5% in preferred stocks, 
40% in common stocks and 2% in real 
estate loans, with the balance held in 
cash. Most of the growth in holdings 
occurred in diversified discretionary and 
special discretionary funds. 

Forty-four new funds were established 
in 1958, the largest number for any year 
since Section 17 of Regulation F went 
into effect in 1937. Their aggregate hold- 
ings at the year end were $25 million. 
This compares with 35 new funds aggre- 
gatitng $13 million in 1957. Another 
measure of growth is the number of 
fiduciary accounts which at 104,000 was 
13,000 more than at the end of 1957. 
The average participation was $23,000 
compared to $22,000 the previous year. 

The number of banks using the split- 
fund arrangement increased from 13 in 
1957 to 24 in 1958 and their holdings 


from $85 million to $230 million. For 
all funds, in the aggregate, holdings of 
domestic corporate bonds and common 
stocks expanded, holdings of U. S. Goy. 
ernment securities declined, and_ hold. 
ings of preferred stocks increased for 
the first time since 1955 (cf. p. 568). 
Transaction activity of the aggregate 
portfolio declined about 14% largely be. 
cause of market appreciation. 


A A A 


No More Wall Street for 
Welfare Investment Wizard 


“No more Wall Street for me. I’m too 
old,” observed 75-year old Harry 
Schweitzer as he left court a free man. 
In a sense, he had been arrested because 
of his financial successes. Out of his 
$71.10 relief checks he had saved enough 
money over the years to play the mar- 
ket, buying as much as $4,000 worth of 
stock on a single order. He built up 
these savings to more than $21,000. 

Because of the statute of limitations, 
Mr. Schweitzer was charged with theft 
of only $2,453 in relief payments, but he 
voluntarily returned to the Welfare De- 
parment $17,000 representing full resti- 
tution of relief payments since 1938. The 
Welfare Department attorney asked for 
leniency and he was freed. 

Mr. Schweitzer said he had received 
“millions of letters asking for invest- 
ment advice and offers of jobs.” 














INVESTMENT HOLDINGS, PURCHASES, AND SALES OF COMMON TRUST FuNDs, 1958' 
{Dollar amounts in millions] 
Holdings, at | Holdings, at 
end of 1957 Cost of Proceeds | end of 1958 
; purch from sales | 

Type of holding? and other and | | 
At As per- acqui- | redemp- | At | As per- 
market centage sitions tions | market | centage 
value of total } value | of total 

ct 3 ; | 
Total holdings (including principal cash)............2....0.0eceeeeees $1,965.5 100.0 $456.7 $304.8 |$2,434.4 | 100.0 
Bonds, notes, and certificates—total.... 2... 0.2... eee cece cece eeeees 780.8 39.7 288.1 209.2 868.0 35.6 
Ee NINE ons sai coc ctacccdccesscecscecsaccess 211.4 10.8 107.6 140.7 173.9 | 7.1 

Marketable, maturing: | 
INET OE NOMS 60.55.0060 ccssecisiccsvesececoncs 13.3 0.7 46.8 53.1 11.3 | 0.5 
eb cca icdue. tannins Cnnuaeanenicbanen 96.7 4.9 $7.2 41.6 105.0 | 4.3 
RNS aiie 0 0.15.0 00 Sudanese ediestaewonaacecnes 101.4 $.2 3.6 46.0 $7.5 | 2.4 
State and political subdivision... ......00...00ccecccccuccaucees 43.4 23 6.9 4.5 47.1 | 19 
NS oo igs cnncacased ni bdecipbiane.oewncau 485.9 24.7 155.5 54.0 597.5 | 24.5 
I oa alia a usb carolina ican heen wika nescunciee 111.9 5.7 $2.9 15.7 154.3 6.3 
Public wility. ARO OS POO SENS 253.7 12.9 74.8 22.9 309.3 12.7 
CEE Ng tit ear. c civ anand diana ouieees $asmmesicnimen 57.3 2.9 7.5 4.0 61.6 2.5 
PRE ah dai rasidacnlscnGonlousiisive bamun tank cecaen 62.9 3.2 20.4 11.4 72.2 3.0 
eae cats 0 Sie can,s ce tom aweGbnetukcainawaaesee 40.1 2.0 18.1 10.0 49.6 | 2.0 
RM i655 osc cdeknsasessatadonsurereaesnacation 204.6 10.4 27.1 19.8 20.2 | 9.1 
So Sesc cid cc dinar alevarn.siesb urea Ki wR EEK Isa RO 99.5 5.1 13.0 12.8 102.7 | 4.2 
es iin chcisSicielSars Soutwaaiesinakandbawbas portent 89.0 4.5 12.4 a5 101.1 | 42 
EN Seated eiclasicianecas nbssacudiecuuepandcene sees 4.2 0.2 0.2 0.6 4.0 | 0.2 
EN ad rian 5 ialoue meng haha anesammenncensalcoknnoed 5.2 0.3 0.8 0.7 en. 0,2 
he eek ali Sakeink suvacoaso ces bucakaueen.caanaer 6.7 0.3 0.5 0.2 7.5 | 0.3 
aya ea hic 5 anc sein torte Ho bbaln Lge olewn eee cas (4) (3) CE BER eaaae 0.2 | () 
SI eS 5). icp nabionscacscnewdwbesesaeteactad 936.3 47.7 131.4 69.5 | 1,292.5 | 53.1 
EE Shiny St shaw hs'scwcisisatacsaaensGuaieoccus ceed $82.9 29.7 82.2 43.0 796.1 | 32.7 
hn. Sei ci nAi'e un is celrammadeleo memandanecetees 207.4 10.6 25.0 14.3 286.7 11.8 
EE io 5 fea sch vi hsnnctecaseiccce RaaMomesaseeaae nae 11.2 0.6 1.9 0.4 17.7 | 0.7 
ENE chap cone nsec keane oannnens ibis ad dokbonigne ts 88.8 4.5 14.1 6.2 126.2 | 3 
Ne rh he Nei aeion Wa selcaie nua Biplena uae hance 36.5 1.9 6.5 3.2 $5.2 | 23 
MN on rats Sud 5is Maan cs mobiewapeiebcnna ace re uen 9.3 0.5 £7 2.4 10.4 | 0.4 
SNR Ss vkinc ss nics 0 nco-s rasa suersakevbemeasiont tied 29.8 1.5 9.8 6.1 33.4 | 14 

| 
NNN oo 8d iiann 5 sds dane «Wa Selene phen md sabaaanicead 0.4 (5) 0.3 0.2 0.5 | () 
orale ce 6 8 ts Se Sa 13.8 MEN A cicvvetinudiscche 18.8 | 08 

ie 




















1 Survey of common trust funds operated under Sec. 17(c) of 
Regulation F of Board of Governors. Except for funds beginning 
ion during 1958, data are for 12 months; reporting dates 

Oct. 10 through Dec. 31, 1958. 
2 S. Government securities are valued at cost 
Purchases are wn at ae 


and purch 


oui Giner talline oh tnastet value. 
and sales at proceeds realized. Conversions and 
securities are treated as sales of securities sur 





of securities received. Stock Tights held at beginning or end of 
reporting period are ny in gee pres investment ©: itegory § ° 
market value. from sales of such rights are included 4 
from sales of securities during period. Detail: may 

add sos totals because of ———. se 
jainly quasi-governmental issues and foreign issues. 

4 Less a $50,000. 
5 Less than .0S of one per cent, 
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MOODY’S INVESTORS YIELD TABLES 


Prepared monthly for TRUSTS AND ESTATES by Moody’s Investors Service 





YIELDS OF 
TAXABLE TREASURIES 
BY MATURITY GROUPS 





YIELDS OF 
CORPORATE BONDS 
BY RATINGS 





PRICES, DIVIDENDS 
AND YIELDS 
125 INDUSTRIAL STOCKS 
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PRICES 
r+ 160 i 
£ YIELD 
t %o 
a ee 
sf 
. 
4 4 YIELDS a 
- ne 
F Pa VY Lad \. J ™, ” ro 
4 NAA" 
D % > : ae all | 
, | DIVIDENDS 
‘aN Si penenna--a__ ® 
~ 
Cc 7* 4 “S 
1956 1957 1958 1959 1956 1957 1958 1959 1956 1957 1958 1959 
,™ Aan. 
End of Month Range for Period__.___________ 
1959 1959 1958 1959 1951-58 
whew pean Sew High-Low Mish-Lew 1946-50 1941-45 1931-40 1919-1930 
1. U.S. Government Bond Yields 
3-Year Taxable Treas. _...._..____. % 4.24 4.10 1.97 4.28-3.72 4.10-1.35 1.68-0.90 1.32-1.07 (a) (a) (a) 
6-Year Taxable Treas. —..........__..___ % 4.32 4.19 2.38 4.42-3.87 4.12-1.75 1.87-1.06 1.70-1.24 (a) (a) (a) 
10-Year Taxable Treas. _......_._»_> SS 4.32 4.22 2.69 4.37-3.86 4.01-1.95  2.10-1.38 2.10-1.49 (a) (a) (a) 
Bank 2%s, 9/15/72-67 —— —____._ % 4.13 4.04 2.83 4.17-3.77 3.86-2.21 2.43-1.96 2.48-2.03 (a) (a) (a) 
Victory 2%4s, 12/15/72-67 _.._.__.__ % 4.05 3.97 2.83 4.09-3.76 3.83-2.44 2.48-2.08 2.50-2.37 (a) (a) (a) 
314s, 1988-78 ___. % 4.05 3.99 3.11 4.09-3.83 3.84-2.59 (b) (b) (b) (b) 
3s, 1995 CN 3.85 3.79 3.10 3.88-3.65 3.68-2.94 
2. Corporate Bond Yields 
Aaa Rated Long Term ——____-__. o/ 4.43 4.30 3.57 4.43-4.09 4.15-2.65 2.91-2.45 2.88-2.59 5.75-2.70 6.38-4.42 
Aa Rated Long Term ——.—...._. —_ 4.53 4.37 3.79 4.53-4.20 4.31-2.70 2.98-2.53 3.06-2.66 7.03-2.90 6.84-4.59 
A Rated. tear Term 1. % 4.70 4.52 4.02 4.71-4.39 4.51-2.87 3.28-2.67 3.39-2.78 9.23-3.35 7.71-4.91 
Baa Rated Long Term _._..__.__.. G 5.02 4.92 4.58 5.02-4.82 5.11-3.15 3.57-2.93 4.47-3.06 12.96-4.42 8.56-5.32 
8. Tax Exempt Bond Yields 
Aaa Rated Long Term —..._.___ % 3.31 3.18 2.71 3.31-3.06 3.45-1.28  1.98-0.90 1.84-0.93 2.81-1.56 (d) (d) 
Aa Rated Long Term __..___-_ Es % 3.57 3.43 2.95 3.57-3.21 3.72-1.87  2.21-1.04 2.11-1.21 3.02-1.78 (d) (d) 
A Rated Long Term —..__.__..___ cy 3.83 3.73 3.13 3.83-3.53 3.98-1.72  2.64-1.28 2.49-1.49 3.29-2.11(d) (d) 
Baa Rated Long Term —_...-...._-.) % 4.20 4.09 3.76 4,20-3.92 4.51-1.98  3.05-1.57 2.94-1.80 3.71-2.60 (d) (d) 
4. Preferred Stock Yields 
Industrialsk—High Dividend Series 
ES ees . 4.64 4.47 4.23 4.64-4.36 4.68-3.80  4.09-3.28 4.37-3.55 6.54-3.83 6.79-4.75 
Medium Grade _.........»_»_»_S>_ % 4.94 4.90 7 4.94-4.78 5.60-4.45 5.08-4.14 5.94-4.33 12.73-4.91 8.05-5.61 
Industrials—Low Dividend Series 
ON SS ee ae 4.39 4.34 4.13 4.39-4.28 4.67-3.46 3.92-3.27 (e) (e) (e) (e) 
Medium Grade — Siioctie, Oe 4.73 4.71 4.55 4.79-4.65 5.16-3.80 4.20-3.52 (e) (e) (e) (e) 
Utilities—Low Dividend Series 
High Grade % 4.75 4.62 4.36 4.76-4.55 5.00-3.78  4.24-8.40(e) (e) (e) (e) 
Medium Grade —..___.. % 4.94 4.86 4.72 4.94-4.82 5.34-4.18  4.65-3.69(e) (e) (e) (e) 
6 Common Stocks 
i25 Industrialsk—Prices (g) ——__ $188.58 184.82 139.97 188.58-174.47 158.98-66.75 64.46-43.20 49.30-22.69 49.10-10.56 78.06-34.81 (f) 
125 Industrialsk—Div. (g) ——-..-___. 5.80 5.75 5.77 5.80-5.68 5.94-4.13  4.44-1.76 1.94-1.52 2.05-0.72 2.53-2.16 (f) 
125 Industrials—Yields _..._-#_+_+_+__s % 3.08 3.11 4.12 3.28-3.08 6.79-3.63  7.29-3.20 7.71-3.56 10.13-2.59 6.21-38.19 (f) 
(a)—U. S. Govt. Bond Yields in this series date from Jan. 5, 1943. (e)—Low Dividend Preferred Yield Averages in this series date from 
a S. Govt. Bond Yields in this series date from April 15, 1953. Jan. 2, 1946. 
ogg SB 
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3. Govt. Bond Yields in this series date from Feb. 15, 1955. 
(d)—Tsx Exempt Yield Averages in this series date from Dec. 1, 1936. 











(f)—125 Industrials Averages date from Jan. 1, 1929. 
(g)—Dollars per share. 





June (959 


S71 









OW 15 _AMbways 





Tae Most Direicutt Time To Invest 





N OCTOBER 1957, THE UNITED STATES 

Trust Company ran an advertisement 
in newspapers and magazines with the 
punchline “NOW Is Always the Most 
Difficult Time to Invest.” 

Those were dark days. The stock mar- 
ket had already declined more than 100 
points, and business was heading more 
rapidly downward. Many observers saw 
in our economic situation the ingredi- 
ents which in former years had led us 
into depression. It was indeed a difh- 
cult time to invest. Now all those clouds 
have passed away. Business is booming, 
and the trend continues upward. 

It was with feeling of disillusionment 
bordering on dismay that we came to 
the conclusion in April 1959 that it 
would be timely to rerun our earlier ad- 
vertisement, “NOW Is Always the Most 
Difficult Time to Invest”! Seldom has 
the outlook for business been more 
clear. There are fewer problems than in 
many other years. We are confronted 
with an understandable economy and an 
incomprehensible stock market. All the 
old financial indicators read “sell,” but 
we find ourselves tempted to buy. 

Unhappily, we cannot rid ourselves of 
this confusing problem by boycotting 
the market until common stock indica- 
tors return to normal. Even if we never 
buy a share of stock at these prices, we 
will still be trustees responsible for bil- 
lions of dollars already invested in equi- 
ties. No one has suggested that we 
should sell all of them. 

We are duty bound to study the mar- 
ket and the forces which have brought it 
to this level. We must try to identify 
them, and most of all to determine how 
long they may persist. If of a temporary 
nature, we can weigh them rather light- 
ly. If many of the forces working to in- 
crease stock prices seem to be of a semi- 
permanent and permanent nature, an en- 
tirely different investment policy might 
be appropriate. 

We learned a lot about our economy 
in 1958 when a good many long-awaited 


From address before Second Southern Trust Con- 
ference, Birmingham, Als., May 15, 1959. 


572 


CHARLES W. BUEK 


Executive Vice President, United States Trust Company of New York 


questions were finally answered. This 
was the year in which many uncertain- 
ties were resolved, and the results of 
tests became known making the future 
more predictable. ; 


Questions Answered 


1. In the November elections, the Re- 
publican party paid the penalty for hav- 
ing applied the brakes to our economic 
boom. It was the avowed purpose of the 
Administration and of the Federal Re- 
serve Board to slow down the boom and 
further the fight against inflation. The 
purpose was worthy, but the penalty 
was severe. There were other factors 
in the outcome of the election, including 
integration in the South and dissatis- 
faction with the Lebanon and Quemoy 
affairs. However, there seems to be no 
question but that the recession, which 
the Administration considered “necessary 
medicine,” was a major reason for the 
Democratic landslide. 

2. The 1958 election made the future 
more predictable for investors in another 
way. It indicated clearly that the politi- 
cal tide is flowing strongly toward the 
Democratic party. If there were to be a 
Democratic victory in 1960, it would not 
necessarily mean that the “spenders” 
were back in power. The Democratic 
party at present is evidently determined 
to slough off that title. However, a buyer 
of stocks is probably safe in assuming 
that the next Administration at least 
will not reduce expenditures and is more 
likely to increase them. 

38. Less than two years ago, many 
corporations were worrying about the 
“stretch out” in federal defense spend- 
ing. This delay in payments for defense 
contracts in late 1957 was said to have 
triggered the recession. The appearance 
of the first Sputnik brought a auick end 
to the “stretch out,” and there appears 
to be no possibility of an early recur- 
rence. Investors do not have to reckon 
with the chance that government ex- 
nenditures for defense will be cut back 
in the foreseeable future. 

4. When the recession began to gain 
momentym some 18 months ago, we were 
all wondering whether the controls and 
safety devices built into our economy 
over 25 years would prove to be effec- 
tive. No one will now deny that our 
economv shook off the recession with 
impressive ease. Personal incomes held 
un well, spending for consumer goods 
was surprisingly steadv. and manage- 
ments were quick to trim inventories and 





cut out the fat in operations. We have 
every right to draw great satisfaction 
and assurance from the quick turn and 
strong recovery which is still continuing, 

5. Not all questions resolved in 1958 
were answered favorably. We learned to 
our dismay that an economic recession 
of those proportions was not sufficiently 
strong medicine to cure inflation. There 
was an interruption in the wage-price 
spiral, but there is now an evident pos- 
sibility of its resumption. If we thought 
that the recession would bring lower 
prices and lower wages, we were nis- 
taken. If the wage price spiral were to 
resume its upward course this summer, 
it would start from about the highest 
level ever reached. Investors may have 
been disappointed in the failure of the 
recession to cure inflation, but they are 
acting as though they knew what to do 
in the light of the outcome of that at- 
tempt. 

6. The absence of a “run” on the 
mutual funds was one of the interesting 
discoveries of 1958. It seemed quite prob- 
able that the public would one day lose 
confidence and cash in its funds shares. 
It was surprising and reassuring that 
there was never a month during the 
sharp decline in the stock market when 
the open-end mutual funds were net 
sellers of equities. For a while, they 
did not grow at a rapid rate; but a 
“run” never developed. We learned from 
this that investments in mutual funds 
are not speculations, but are held more 
often in lieu of savings accounts. In- 
vestment managers, therefore, may now 
assume that stocks in mutual funds are 
in strong hands. 

7. Prior to the recession, there was 
similar concern about common stock buy- 
ing by pension and profit-sharing funds. 
But the records indicate that pension 
funds continued to buy stocks through- 
out the recession and were a stabilizing 
factor in the market. 


It is significant that all seven of the 
above factors have had the effect of im 
creasing common stock prices. Further- 
more, several of these factors seems like: 
ly to persist for several years at least. 
which is a very long period in the lives 
of investment managers. 

Tax Structure a Factor 

The corporate tax structure, together 
with personal income taxes and capital 
gains taxes, has the simultaneous effect 
of limiting the supply of stocks while i™ 
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creasing the demand. It would be well to 
mention some effects of our tax struc- 
ture. 

Managements have two reasons for 
preferring to raise capital funds by bor- 
rowing rather than through new stock. 
Though their shares may be quoted at 
extraordinarily high multiples of earn- 
ings, industrial executives with whom we 
have conferred rarely will consider an 
offering of common stock. It seemed for 
a while as though the relationship of 
interest rates to dividend rates would 
eventually bring this situation more 
nearly to normal, but up to the moment 
the disparity persists. Interest on debt is 
deductible and even wealthy corpora- 
tions prefer to borrow for this reason. 
Furthermore, the widening practice of 
offering stock options and various types 
of stock purchase plans seems to preju- 
dice some managements against sale of 
additional shares, 


The individual investor too is guided 
strongly by tax considerations in choice 
of common stocks. Capital gains taxes 
alone affect him in two ways. If he is 
wealthy, he prefers appreciation at the 
tax rate applicable to capital gains 
rather than dividends subject to a higher 
rate. In extreme cases, this policy is car- 
ried so far that individuals actually 
avoid dividend income and have a pref- 
erence for companies paying a poor divi- 
dend. This surely tends to prolong this 
period when common dividend yields 
are extremely low. 


Capital gains taxes have had the ef- 
fect of removing from the market large 
holdings of low-cost stocks in individual 
hands. Although we investment man- 
agers tell customers that avoidance of 
capital gains taxes is never a sufficient 
reason to retain a stock, the fact remains 
that many holdings are becoming more 
firmly glued to the bottom of the box 
with every point increase in the D-J 
averages. A long list of fine stocks was 
undoubtedly available for sale in 1939 
when the taxable profit was small, and 
might even have been pried loose at the 
1949 level. Paradoxically, they are less 
likely to be sold in 1959 than ever be- 
fore, and every added point in the aver- 
ages mierely deepens the freeze. This 
may not represent good investment judg- 
ment, hut it is nevertheless a fact. 


All this leads us to believe that we 
may be faced with a chronically high 
stock market for so long a period ahead 
that we shall have to learn to live with 
it. Tdo not mean that it will not fluctuate 
downward, for a thorough-going correc- 
lion is long overdue, but it seems more 
likely that good stocks will sell at higher 
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multiples of earnings in the future than 
they did when we were first learning the 
investment game. This means that we 
must face the prospect of more limited 
dividend returns than were once avail- 


able. 


Scientific Breakthroughs Create 
Values 


We cannot abandon equities as an in- 
vestment medium simply because they 
sell at unaccustomed levels. There will 
prove to be many stocks which will jus- 
tify these prices and amply reward the 
investor able to select them. We are very 
fortunate to be living in a period of con- 
current scientific breakthroughs which 
create new markets, new products, and 
new profit opportunities. 

In electronics alone, we have had in a 
few years the opportunities of a long 
lifetime, such as atomic energy, and 
there has been one of major proportions 
in antibiotics and other drugs. In plas- 
tics and petro-chemicals, we have seen 
what constitutes a breakthrough. None 
of these developments has been fully 
exploited, and in most of them the great 
opportunity is still ahead. 

These are not times for business as 
usual nor for management as usual, The 
opportunities afforded by science are 


available only to inventive men and. re- 
sourceful, imaginative managements. If 
there ever was a time to stress manage- 
ment in choice of corporate securities, 
it is now. In buying equities at high 
prices, the burden of proof is on us. We 
must guarantee ourselves all the oppor- 
tunties and leadership which now exist. 

I need not repeat the list of familiar 
companies active in electronics, atomic 
energy, drugs, and petro-chemicals. It 
might be more helpful to talk about de- 
velopments or trends which might 
change the status quo either favorably 
or unfavorably. Most investment policy 
is based upon expectation of change, and 
listed below are some of the changes 
which would bear watching: 


White-Collar Labor-Saving Devices 


1. Labor-saving devices will continue 
to be a wonderful source of investment 
opportunities. Commencing with machine 
tools and other manufacturing devices, it 
is now shifting into what might be called 
the “white-collor labor-saving”’ field. This 
has included IBM and other punched 
card systems and has extended into 
packaging and mailing devices such as 
the Pitney Bowes postage meter. 

A development in which both IBM and 
Eastman Kodak will participate will sup- 
ply an electronic librarian for microfilm 
files. This will be a godsend for major 
corporations in which the endless func- 








investors. 


operation with such clients. 


Investment 
Advisory Service 


BROWN BROTHERS HARRIMAN & Co. has served for many 
years as investment adviser to a substantial group of clients 
throughout the United States. 

Our staff includes specialists experienced in the invest- 
ment problems confronting trustees and other institutional 


We welcome inquiries regarding our program of co- 





CHICAGO 











BROWN BROTHERS HARRIMAN & CO. 


PRIVATE BANKERS 
59 Wall Street, New York 5 


PHILADELPHIA 


BOSTON 

















tioning of the filing system has come 
to resemble the machine that made the 
sea salt! In retailing, we have gone be- 
yond the self-service market and are 
seeing new uses for vending machines 
in stores as well as outside. These trends 
are strong, and further progress in 
labor-saving is a certainty. The odds 
favor investment here. 

2. ‘The recent achievement of a Con- 
tinental Oil tanker in transporting lique- 
fied natural gas may have far reaching 
results. Contrary to general belief, the 
gas is not under great pressure, but 
merely insulated so that it cannot take 
on heat and evaporate. This technique 
may open up markets for natural gas re- 
serves in remote parts of the world. It 
may bring gas to coastal cities where 
gas has been unavailable or in short 
supply. 

3. One change which might be dis- 
appointing to investors would be any 
technological development which ren- 
dered the telephone dial system obsolete, 
as all other telephone systems have be- 
come because of aggressive research and 
scientific progress. The telephone systems 
of our: country have been marked by 
self-imposed obsolescence which led to 
heavy ¢apital expenditures and dilution 
of stock. If the electronic switchboard 
were to prove to be another outstanding 
success of Bell Telephone research, it 
might suggest that the stock had reached 
another plateau and had not become a 
growth equity. 

4. After many disappointing years, 
there is at last hope, at least, that air- 
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lines may reward patient holders. As 
jet airliners have brought us to the sound 
barrier, at which the industry must 
pause for a period of several years or 
a decade, the airlines may at last be re- 
lieved of the burden of obsolescence. They 
have been writing off airliners so rapidly 
and buying new ones so steadily that 
there have been neither earnings nor 
dividends for stockholders. There may 
be an investment opportunity here before 
too long in an industry marked by very 
rapid growth in revenues and passenger- 
miles. 


Foreign Competition Will Hurt 


5. Intensification of foreign competi- 
tion, which we as a matter of policy have 
aided and abetted since World War II, 
is a trend we must not ignore. Although 
we still export nearly three times the 
manufactured goods we import, it is the 
trend which matters. In the past five 
years exports increased only 27% while 
imports were up 77%. Competition is 
keenest in products manufactured by 
skilled labor, in sewing machines, type- 
writers, cameras, radios, and electrical 
generating equipment, I scarcely need 
mention foreign automobiles. Some cor- 
porations have met the problem by set- 
ting up plants overseas, which now ship 
the finished product to this country. 
However, this is a serious problem for 
certain industries and companies, and 
it seems probable that we will suffer the 
consequences of reequipping Europe be- 
fore we finally enjoy the benefits of a 
stronger and wealthier world. 


6. Changes are coming rapidly in the 
oil industry. The trend toward national- 
ization and renegotiation has not yet run 
its course and this development can not 
be avoided simply by buying domestic 
companies. Nothing is likely to hold for- 
eign oil off the market for long, and 
that would possibly be true even if Rus- 
sia obtained control of major supplies in 
the Near East. You may know that Rus- 
sia is building two oil pipelines behind 
the Iron Curtain, leading westward to- 
ward Czechoslovakia and Austria; and 
it seems probable that such oil would 
find its way to market, perhaps as an- 
other weapon of international economic 
warfare. 


7. New methods in making steel and 
in refining and fabricating other metals 
have created sizable new uses for gases 
of many kinds. This includes not only 
oxygen and hydrogen, but also inert 
gases for which little demand existed in 
the past. These developments have re- 
juvenated more than one company and 
will have further effects. 


8. We must watch closely the build- 
ing boom which has been the backbone 
of economic recovery. Residential housing 
starts represent some 40% of all con- 
struction; and they are running ahead 
of basic demand, which is related to 
family and household formation. There is 
perhaps a greater risk that commercial 
building will outrun demand, as those of 
us who see it now in New York City 
fear it will. Buildings have a longer use- 
ful life than automobiles, for example, 
where the hangover from a buying binge 
lasts about three years. 


9. Atomic power is an exciting topic 
for scientific discussion, but there have 
been few investment opportunitics as 
yet. The electric utilities will be very 
hard-headed about capital and fuel costs 
of atomic plants, and will not build them 
simply because they are new and ex. 
citing. Plants already constructed are 
largely experimental and intended to 
keep research and development in their 
own hands. We should be watchful for 
any indication that atomic power may 
be utilized in areas not now contem. 
plated. We expect to see it in the 
utility industry and in shipping. It 
might some day be adapted to railroad 
locomotives, but we are basing our as- 
sumptions and investments on the belief 
that atomic power will not propel com- 
mercial airplanes or automobiles. 


Future for Coal 

10. One old investment habit which 
we should change is prejudice against 
the coal industry. The use of coal in 
steam electric generating stations some 
years ago reversed the long downward 
trend of the industry. There is industry 
trouble at the moment, but long range 
executives predict a steady and ultimate- 
ly tremendous increase in utilization of 
coal deposits. Even when atomic power 
provides half of all energy requirements 
in our country, it is expected that de- 
mand for coal will be several times 
what it is today. There will be invest- 
ment opportunities in coal properties and 
in the makers of coal-mining equipment. 
Before buying the coal railroads, how- 
ever, it would be well to study the prog- 
ress being made in long range trans- 
mission of electricity and the “wheeling” 
of power from one service area to the 
next, 


Riding High 


To summarize, we believe that com- 
mon stocks are high and likely to remain 
high by any former standard of measure- 
ment. This means to us that dividend 
yields will continue to be rather unsat- 
isfactory on prevailing market prices. 

In spite of this, we believe that there 
are companies which will live up to the 
prices of their stocks and justify i 
vestor confidence. These will have to be 
particularly well situated and exception 
ally well managed companies. The prob- 
lem of selection has become both very 
dificult and very important. 

If we are right in these premises, then 
it would be wrong to “skim the cream 
from equity portfolios. It is tempting 
to listen to those who would sell all 
stocks yielding less than 3%, and buy 
only those yielding more than 4%. lt 
seems to us that such a policy would shift 
the odds heavily against those who 
adopt it. 

This is no time, however, to throw 
away the book and go overboard ™ 
common stock policy. One very pe& 
suasive reason is that common stocks 
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provide mighty little income, something 
we trustmen are supposed to produce. 
Furthermore, stocks are by no means on 
the bargain counter, and fully invested 
equity positions are best suited to bar- 
gain-counter days. We believe that it 
would be prudent to have some buying 
power in reserve at these levels. Finally, 
selectivity has become more difficult in 
this period of rapid change while the 
penalty for unwise choices has become 
unusually heavy. 


Fixed Incomes 


This brings us to fixed-income securi- 
ties and I have in mind primarily tax- 
exempt and corporate bonds. We be- 
lieve there is a place for bonds in most 
trust accounts even though the long 
term trend of interest rates is slowly 
upward. Fortunately, the yield afforded 
even by medium maturities is liberal to- 
day, and it is often possible to choose 
bonds of a length appropriate to the 
specific trust account. It would probably 
be a mistake to hold bonds of a longer 
maturity than necessary to serve your 
purposes. 

Not too long ago, corporate bonds 
yielded roughly 3% and common stocks 
perhaps 5%. A ‘trust fund invested 
equally in bonds and stocks therefore 
had an overall return of 4%. We are 
not far from the reverse of that situa- 
tion today, with bonds approaching 5% 
and stocks 3%. Perhaps we would be 
wise to accept this situation and con- 
tinue to talk a 4% return from a bal- 
anced portfolio. With this attitude, we 
might be less unhappy about the yield 
on common stocks and a little less prone 
to make the mistake of reaching for in- 
come in the equity portion of the list. 


I have not deliberately sidestepped 
the threadbare question, “What is the 
correct equity ratio for a trust fund un- 
der prevailing conditions?” We believe 
at the Trust Company that there is no 
one ratio for all accounts. Nor have I 
meant to imply in my discussion of a 
balanced fund that a 50% ratio would 
be correct today. I believe that we are 
carrying, on the average, a somewhat 
higher figure than that in trusts under 
Our supervision. We do believe that 
there should be some common. stock 
buying power in reserve, in relation to 
whatever may be an appropriate equity 
ratio in each trust account. 

I have urged holding and utilizing 
the soundest and most promising com- 
mon stocks, not merely the highest 
yielding ones. I would rely upon fixed- 
come securities to fatten up current 
icome, keeping maturities as short as 
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possible while serving that purpose. 
These may not be startling recommenda- 
tions, but they differ widely from some 
of the radical proposals being made by 
others today. 


A A A 


@ Thirty-one senior finance students of 
Iowa State University were recently en- 
tertained by Harris Trust & Savings 
Bank, Chicago. The visit was arranged 
by associate professor Harry L. Shadle 
of the University’s industrial administra- 
tion department. After a tour of the 
bank’s operations and refreshments in 
the executive dining rooms, the students 
heard a talk on “Trends in the Econ- 


omy” by William S, Gray III, assistant 
manager of the bank’s securities analysis 
department. A question-and-answer pe- 
riod followed Mr. Gray’s address. 


A: Az 

@ The American public contributed 70% 
of the $14 billion total for construction 
of philanthropic institutions during the 
past decade, the American Association 
of Fund Raising Counsel, Inc., reported 
in May. The remainder came from en- 
dowment, bequests and income. 

Individual giving leads all other 
sources of philanthropic income, and in 
1958 is estimated to have reached $5.6 
billion, five times more than the com- 
bined philanthropy of all other sources. 
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Trust Investment Policy 


ARELY DO TWO TRUSTS HAVE IDENTI- 
R cal investment objectives. The 
trusts under supervision in a trust de- 
partment were created at different times, 
in different investment climates, for 
different purposes; they are of different 
sizes; they embrace a wide range of tax 
problems — and many have no tax 
problems at all; they will be of different 
durations and will have varying require- 
ments for liquidity as well as varying 
limitations on investment authority. . 

All this points to just one thing; we 
cannot design a die from which invest- 
ment policies can be stamped out and 
uniformly used for all trusts, thus safe- 
guarding us from error or embarrass- 
ment. Opportunities for non-positive in- 
fluences to creep into the picture appear 
with disconcerting frequency. 


Well-meaning Outsiders 


We frequently find that a beneficiary 
or member of his family has picked up 
information concerning nice high-yield- 
ing bonds (probably with a very un- 
impressive record of fixed-charge cover- 
age over the years) or a special situation 
in some stock or industry their brokers 
have been talking about. Although these 
friends may be well-meaning and sin- 
cere, they are not investment experts and 
their suggestions are unlikely to be of 
trust calibre. 

We can even be assured by the grantor 
that he, the beneficiary, and all others 
having interests in a trust will agree to 
such purchase and would never criticize 
the trustee for having bought the par- 
ticular issue. There are two flaws in this 
reasoning: in many trusts you cannot 
always identify all who have an interest 
and an untimely or unexpected death of 
a designated remainderman may bring 
others into the picture who can later 
criticize the trustee or who at least may 
suffer from such investment decisions; 
whether investment authority rests with 
the trustee alone, it is logical that de- 
cisions should be made by him alone. 


From address before Second Southern Trust Con- 
ference, Birmingham, Ala., May 15, 1959. 
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His judgment and discretion were pre- 
sumably among the reasons for his selec- 
tion. If the influence of outsiders is 
allowed to sway investment decisions, 
the trustee is abdicating his responsibil- 
ity. Furthermore, it seems to me that 
substitution of outside judgment in- 
volves loss of self-respect and can indi- 
cate lack of self-confidence. 


Tax Considerations 


Don’t let tax: factors completely con- 
trol your program. We have two situa- 
tions to watch out for here. The first is 
a reluctance to make sound changes 
simply because of a resulting tax cost. 
It may frequently be better to pay a 
capital gains tax and upgrade the port- 
folio rather than retain an investment of 
less than trust quality because sale 
would result in taxable gain. The second 
situation requiring a degree of caution 
is an eagerness to take losses purely for 
tax purposes in portfolios which, from 
an investment standpoint, should remain 
undisturbed. 

The procedure of providing invest- 
ment and administrative officers and 
members of trust committees with up-to- 
date gain and loss positions of accounts 
under review is valuable and necessary. 
Obviously, the position of a trust should 
be taken into account in planning in- 
vestment action; and often changes for 
tax purposes can be made without sub- 
stantially altering the investment posi- 
tion. On the other hand, there are times 
when you can’t duplicate the quality or 
reinstate the balance you had before the 
switch. Intelligent supervision requires 
looking at the tax picture, but tax fac- 
tors should not be the tail which wags 
the dog. 


Fashion 
A third factor which should not de- 


termine investment policies and deci- 
sions is “fashion.” Perhaps the best ex- 
ample of this was the rush to buy turn- 
pike bonds several years ago. You were 
not considered a sophisticated investor 
if you weren’t buying these turnpikes, 






and it didn’t seem to make much differ. 
ence which ones. Where else could you 
get such attractive yields — and taxfree 
too? Those having a more sober view 
were not surprised to find when the 
excitement was over that the qualities of 
turnpike issues varied just like every. 
thing else. 

This business of fashions came to my 
attention again just recently when a se- 
curity dealer mentioned a_ chemical 
stock as being back in style again. In 
this instance, his choice of the word 
“style” was inappropriate as there have 
been good reasons based on _ funda- 
mentals for a renewal of interest in the 
particular issue in the last few months. 
However, we are all aware that there ap- 
pears to be fads and cycles in the popv- 
larity of industries and companies. At 
the risk of appearing “out of step,” we 
may have to sit out some of them. 


Outside Approval 


A fourth factor to avoid is the ar- 
rangement where the trustee appears to 
have full investment authority but never- 
theless has to clear with some one else. 
We see this occasionally in pension and 
profit-sharing trusts where recommenda- 
tions of the trustee must be cleared 
through an advisory or administrative 
committee before orders can be ex 
ecuted, We also see it sometimes in other 
trusts where the trustee recommends, but 
is required to clear with the grantor, his 
lawyer, wife, or some other person be: 
fore acting. Such arrangements are 
probably because those creating the 
trusts seem to feel that they are shirk- 
ing a duty if they don’t retain some con- 
trol over, or interest in, the investment 
program or, no doubt more true yeals 
ago than now, trustees lacked self-con- 
fidence in the field of investments and 
were glad to have some one with whom 
responsibility could be shared. 

Under this type of investment provi 
sion, the trustee, for all practical pur 
poses, has full responsibility and yel 
does not have complete authority. a? 
unwholesome state of affairs at any 
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time. All concerned will look to the 
trustee to take the initiative in exercis- 
ing judgment and making recommenda- 
tions, and as to the physical details of 
preparing adequate tabulations and re- 
views. It is unfair for the trustees to 
have this burden without commensurate 
authority and freedom to act. 

As a practical matter, it is a case of 
nothing to gain and a lot to lose. If 
performance should prove to be medi- 
ocre or poor, the trustee will get the 
blame, whereas if the record is good or 
excellent, other parties will be quick to 
take most of the credit. If we have 
sufficient confidence in our departments 
and do the right kind of selling job, we 
should be able to persuade clients and 
prospects to give complete authority. 
Those with little or no time to keep 
abreast of investment developments 
should be glad to turn over fund man- 
agement completely to the trustee, our 
strongest selling point, not weakest. 


Convenience and Accommodation 


This factor is so obvious and fre- 
quently discussed, that I won’t dwell on 
it; but I do not intend to minimize its 
importance. Never make an investment 
decision, however important or trivial, 
based upon the convenience of the bank 
or the accommodation of a commercial 
hank customer, for to do this constitutes 
a serious breach of fiduciary responsi- 
bility. Reverting to the positive for a 
moment, policies and procedures which 
contribute to overall efficiency of depart- 
ment operation will actually benefit in- 
directly every trust under administra- 
tion. With this in mind, there may be 
some justification for avoiding types of 
investments which will slow down op- 
eration or render it inefficient. This is 
not the same as saying that convenience 
should determine individual decisions 
as, for example, we should dispose of a 
certain piece of real estate irrespective 
of its investment merit, simply because 
it is dificult and cumbersome to handle. 


Line of Least Resistance 


A sixth temptation is to follow the line 
of least resistance. There’s something 


nice and comfortable about the status 
quo, and if disturbed by a bond call or 
redemption, it is very easy to dismiss 


the problem by reinvesting in another 
similar bond. Yet conditions and circum- 
stances may have changed since the 
origina! investment or since the last re- 
view date: and while acquiring a similar 
issue nay be all right, it is also possible 
that a different type would now be more 
suitable. It is also very easy with a 
sweeping gesture to treat all rights alike. 
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Exercise ’em all (assuming cash is avail- 
able) or sell ’em all. This is much 
easier and quicker than giving indi- 
vidual attention to each account! 

There seems to be something sacro- 
sanct about round lots, and there can be 
a tendency to base purchases and sales 
on the lofty objective of maintaining 
100 share lots rather than on a true 
effort to balance the investments in your 
trusts, This will be more harmful in 
smaller trusts, of course, than in larger 
ones; and I think, fortunately, this 
tendency is less pronounced among 
corporate trustees and investment super- 
visors than among co-trustees, advisory 
committees, and others who have a voice 
in trust investments. 

We should also avoid the feeling that 
less responsibility somehow attaches to 
securities received in kind than to those 
which we ourselves have placed in ac- 
counts. I suppose the reasoning is that 
these were securities which the grantor 
or testator was satisfied to buy and own, 
and therefore who are we to super- 
impose our judgment on his? Unless a 
trust instrument specifies to the con- 
trary, we can’t justify an assumption of 
responsibility for only a part of a fund, 
leaving the balance to shift for itself. 


Incomplete Information 


Finally, we should withstand the 
temptation of being influenced by im- 
pressive but incomplete information, 
and I think this tendency is more apt to 
be found in municipal bond investments 
than elsewhere. The advantages of 
municipals in certain types of accounts 


are readily apparent. What is not so 
evident to many buyers is that there are 
wide variations in quality of taxfree ob- 
ligations just as in all other investment 
media. There are tests and ratios which 
can be applied in determining the qual- 
ity of suitability of bonds but, strangely 
enough, many of these tests are frequent- 
ly ignored by bond buyers, who instead 
are satisfied to put complete reliance on 
the name of the issuing body, a rating 
by investment services, or on the assur- 
ance of security dealers. For the most 
part, these have proven satisfactory and 
sufficient, and I have no intention of 
minimizing their helpfulness. Neverthe- 
less, supporting data for bond purchases 
in our files may be rather skimpy as a 
result. 

Closely related to this is reliance upon 
lists of securities grouped into certain 
classifications: conservative high yield- 
ing, moderate income and_ growth, 
“should be bought,” “may be held,” and 
so on. Such lists come from investment 
services and security dealers, or they 
may even be the products of the trust 
or investment departments. Although 
these lists do not purport to be foolproof 
guides, reliance upon them may in- 
crease to a degree never intended. They 
are helpful only if the basic information 
behind the companies listed is continu- 
ously followed and revised. 

Some of these thoughts may well be 
passed along to the younger men in our 
departments who are progressing to 
positions of ultimate responsibility, and 
perhaps even to some busy members of 
our trust committees. 
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XPERIENCE IN FORECASTING WARNS 
| ew even under best circumstances, 
economic visibility extends for only 
about 9 to 15 months. Longer range 
forecasting is essentially an exercise in 
model-building or trend-projecting based 
on a few fundamental beliefs and on cer- 
tain clearly defined assumptions. The 
intermediate term is by far the most dif- 
ficult to appraise; it is highly dependent 
on the character of developments that 
precede it, just as the near term future 
now flows in large part from develop- 
ments of the years 1955-58. Remarks on 
the intermediate term will be confined to 
a brief outline of some possibilities and 
will omit specific predictions. 


Let me put in my one general hedge 
clause; namely, that throughout the next 
several years we shall have a continuing 
background of cold war, with high de- 
fense spending, but with no major hos- 
tilities. Other assumptions, as distin- 
guished from predictions, will be labeled 
at the appropriate time. 


Near Term Outlook 


The twelve-month business outlook is 
currently clearer than usual. We have 
come out of the brief, but sharp, 1957-58 
recession in excellent style, have already 
observed many broad measures of eco- 
nomic activity move into new high 
ground, and can see basic forces operat- 
ing in a manner to give more-than-usual 
assurance that trends will be upward for 
at least a year. 


The table ‘shows recent trends in four 
broad categories of finished goods. For 
three categories, it also shows data for 
subcomponents. In all cases, we are deal- 
ing with physical volume, with price 
changes excluded. 

Consumer nondurables changed little 
between the 1955 and 1957 peak quar- 
ters, a modest dip in apparel items being 
offset by a slight rise in food, tobacco, 
and gasoline. Apparel output declined 
about 10% during the recession but has 
subsequently recovered to above its 1955 


From address before Second Southern Trust Con- 
ference, Birmingham, Ala., May 15, 1959. 
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FAVORABLE LONG-TERM QUTLOOK 


Despite Unresolved Problems 
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high. Demand prospects, together with 
satisfactory inventory and unfilled order 
positions, suggest further slight rises in 
apparel production over the next year. 
Other nondurable finished goods output 
actually increased in early 1958 and has 


continued upward into early 1959. 
Population growth and related factors 
point to further gradual gains. Consumer 
nondurables as a whole should thus 
prove a moderate plus factor throughout 
our near term period. 

Consumer durables, one of the most 
volatile portions, can best be appraised 
by looking separately at passenger autos 
and “all other,” mostly such household 
goods as major appliances and furniture. 

Retail sales of domestic new cars are 
sharply higher than last year, at a 514- 
million rate in April, but well below the 
614 million production level. Imported 
cars, currently selling to the tune of 500,- 
000 a year, have not helped. Dealer in- 
ventories continue to grow faster than 
seasonally. I do not see how a much 
greater-than-normal decline in domestic 
auto output can be avoided this summer 
if the industry wants its dealers in good 
shape to handle 1960 models, including 
the new domestic small cars. This fall 
and next spring, however, I expect a 
sharp bounce-back in sales and output, 
with increasing instalment credit adding 
to a high level of consumer incomes. 

Household goods production dropped 
almost 15% from the 1957 high to the 








1958 low, and both manufacturers and 
distributors reduced inventories substan- 
tially. Recovery has been brisk, and out. 
put is now back to the 1955 high. Moder. 
ate further gains are in prospect with 
advancing consumer incomes. For con. 
sumer durables as a whole, I expect a 
decline in the third quarter and a sharp 
rise in the fourth, attributable mainly to 
automobiles, with moderate further gains 
early in 1960. 

Housing starts have recovered sensa- 
tionally in the past year and are current- 
ly above the °55 rate. It is doubtful that 
this rate can be sustained with increas- 
ing money tightness and the relatively 
low current rate of family formations 
but the probable slide will likely be fully 
offset by strength in other types of con- 
struction. 

The real crux of this near term fore- 
cast involves the fourth major category, 
machinery, equipment, and ordnance, es- 
pecially the private portion. Ordnance 
production has fluctuated only slightly 
over the past several years; and based 
on our assumption of no major change 
in the international military picture, no 
significant fluctuation is indicated dur- 
ing the next year. But changes in output 
of machinery and equipment for the pri- 
vate market are of vital importance in 
appraising the recent past and the near 
future. The capital goods boom kept the 
economy high and slightly rising from 
1955 to 1957 when autos, household 





INDEXES OF FINISHED GooDS PRODUCTION (SEASONALLY ADJUSTED) 
(1947-49 = 100) 


Consumer Nondurables _. 





Apparel ____. 





Other —........ 





Consumer Durables 
Passenger Autos 
Other 

Construction —......__. 

Machinery, Eqpt. & Ordnance 





Ordnance 
Total Finished Goods 





Private Mach’y. & Eqpt. _...._.._____. 





FRB Production Index 





1955 1957 1958 

Peak Peak Low March 

Quarter Quarter Quarter 1959 
115 115 113 (1st) 122 
115 112 101 (1st) 117 
115 116 —«:117 (1st) 128 
152 134 104 (2nd) —:136 
191 153 83 (3rd) 142 
133 127 110 (2nd) 133 
167 166 156 (2nd) 180 
182 202 171 (2nd) 188 
139 157 123 (2nd) 140 
555 580 545 (1st) 575 
144 146 133 (2nd) 148 
143 145 129 (2nd) 147 


Source: Developed by the Trust Company of Georgia, largely from Federal Reserve Board and 


Department of Commerce data. 
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goods and residential construction were 
trending downward. A 20% drop in ma- 
chinery and equipment was an impor- 
tant contributor to the recession. The 
accuracy of this entire short term fore- 
cast depends largely on whether I am 
right in expecting an accelerating recov- 
ery in private expenditures for machin- 
ery and equipment. 

To date this group has lagged some 
10 to 12% below the 1957 peak; and the 
oficial government survey points to lit- 
tle further advance during the balance 
of 1959. I didn’t accept a similar survey 
in 1955, and I don’t accept the current 
one. It is true that many industries have 
excess capacity, and this is a retarding 
factor. It is quite possible, as suggested 
by last month’s McGraw-Hill survey, 
that capital spending for new capacity 
will not rise in 1959; the same survey, 
however, points to a substantial increase 
for modernization and replacement, a 
reasonable expectation in view of rapid 
technological improvements and man- 
agements’ desire to offset rising wage 
rates and fringe benefit costs. 


Profits Point Upward 

The principal prop for my optimistic 
view regarding total capital expenditures 
is the remarkable recovery in corporate 
profits. After-tax profits dropped from 
$23-billion in 1955 and 1956 and $22- 
billion in 1957 to $1834-billion in 1958. 
A new high approaching $25-billion is 
likely for full-year 1959. Undistributed 
profits will probably double the de- 
pressed 1958 level. 

Profits are the lifeblood of capital 
spending, psychologically as well as 
tangibly. In view of prospects, I believe 
private capital spending will become an 
important positive factor in the picture 
late in 1959 and early 1960. If most 
near term advance is in replacement 
and modernization, a later revival in 
expansion projects could support a boom 
beyond our near term forecast period. 

Total industrial production measured 
by the Federal Reserve index dropped 
from a monthly high of 146 in Feb- 
ary 1957 to a low of 126 in April 1958. 
By March 1959 it was back to 147; and 
the current quarter, influenced in part 
by inventory accumulation anticipatory 
to the possible steel strike, may aver- 
age 150. 

Consistent with the earlier analysis, 
I would expect the FRB index to ap- 
proximate 155 or a little higher a year 
hence. This will not be a straight-line 
advance. A dip of 2 or 3 points in the 
quarterly average is likely in the coming 
third (uarter because of probable sharp 
declines in the steel and auto industries, 
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but I expect a brisk pickup in the fourth 
quarter. In line with this, I would ex- 
pect personal incomes to rise from the 
recent annual rate of $369-billion to 
$385- to $390-billion next spring, and 
retail sales to rise from the recent $211- 
billion a year to $220-$225-billion next 
spring. 
Not All Clear Sailing 


The present recovery is not without 
interrelated problems of unemployment, 
commodity prices, foreign trade, credit 
and fiscal factors, and speculation. 


Unemployment, currently almost 6% 
of the civilian labor force is consider- 
ably higher than the 4.3% in 1957 
despite recovery in production to above 
the 1957 level. This paradox reflects 
the effect of a rising labor force and 
increasing productivity. This is rough 
on the individuals affected. It can have 
the economic-political tendency of re- 
straining the Federal Reserve from mov- 
ing as vigorously to fight inflation as 
might otherwise be the case. One bright 
spot in this picture, of a somewhat 
longer-run nature, is that population 
forecasts suggest a gain in the 25-64 age 
groups of only 4% between 1959 and 
1965, as compared with an expected 
10% in total population for the same 
period. Thus the present level of unem- 
ployment in a sense constitutes a reserve 
for meeting future demands on the 
working force. 

Commodity prices, as measured by 
broad indexes, have advanced almost 
negligibly since the recession trough. 
Increases for industrial raw materials 


and some manufactured goods have been 
offset largely by decreases for farm 
products and foods. Renewed weakness 
in certain farm prices later this year 
may help keep overall rises within rea- 
sonable bounds in the year ahead. In- 
flationary tinder lies open in great quan- 
tities; it could be ignited by too liberal 
a settlement in the steel industry or by 
other sparks less easy to identify in ad- 
vance. 


Foreign trade trends have been an 
obstacle to recovery. Imports have risen, 
but exports have dropped to the lowest 
level since 1955. Many foreign nations 
have built up substantial short term 
claims for dollars, and some further ex- 
port of gold is probable. Our loss of 
position in world markets, not too sig- 
nificant as yet, could become serious 
later if domestic prices should spurt 
upward. This is a factor deserving close 
attention over the next several years, 
but it will probably not have too great 
an influence on near term general busi- 
ness. 

Credit and fiscal developments were 
important in minimizing the recession 
and helping recovery in its early stages. 
Federal Reserve policy has shifted from 
extreme ease to moderate restraint. The 
net free reserve position of member 
banks has changed from plus $500- to 
$600-million a year ago to minus $150- 
to $200-million in recent weeks, and the 
discount rate has advanced in several 
steps from 154% to 3%. In my judg- 
ment, the Reserve authorities have made 
a great contribution to long range eco- 
nomic growth and stability by “leaning 
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against the wind.” It is logical to expect 
increasing restraint, affecting both sup- 
ply and cost of credit, over the next 
year if this forecast of near term trends 
proves reasonably accurate. 

The federal fiscal picture is a cause 
of real concern, and can have serious 
implications vis-d-vis inflation, gold 
movements, equity speculation, and in- 
terest rates, if not brought under con- 
trol. If additional federal debt continues 
to be superimposed on growing credit 
demands by business, consumers, and 
state and local governments, it is dif_- 
cult to see just where interest rates will 
stabilize. Under these circumstances, it 
is vitally important that the federal bud- 
get be brought into balance or near bal- 
ance. Fortunately, the greater-than-ex- 
pected recovery in corporate profits 
gives some hope that the President’s 
announced objective of a balanced bud- 
get for fiscal 1960 may be realized. 

A discussion of the stock market is 
not within the scope of this talk, but a 
comprehensive analysis of the business 
outlook must take note of the growing 
evidence of widespread speculation in 
equities. I refer not so much to the 
level of the averages and their relation 
to earnings and dividends, but to the 
public’s sharp increase in appetite for 
mutual equity funds, growth of the 
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investment club, the relative advance of 
low-priced non-investment stocks, 
above-normal withdrawal of savings 
bank funds payable to the order of 
brokerage houses, and the generally 
widespread interest in making a quick 
capital gain by people in all walks. 
When respected economists rationalize 
present stock bond-yield relationships 
by adding 3% to stock yields for long 
term growth or by subtracting 2% from 
bond yields for inflation, I am willing 
to concede they may be right; but I also 
want to be on guard. Much of this is 
reminiscent of the “new era” days of 
1928-29. I doubt that speculation will 
blow up to such extremes in the next 
few months to threaten business trends 
in the next twelve months, but it could 
become an important influence on the 
intermediate term. 


Intermediate Term 


We may define “intermediate term” 
as starting about a year from now and 
running into 1964. I shall not endeavor 
to predict business trends in this period 
but it may be helpful to point out some 
possibilities. 

Long term basic forces to be dis- 
cussed in the final section of this analy- 
sis will be at work during the inter- 
mediate period. For example, total popu- 
lation will be growing about 3-million 
(about 1.6%) a year. But one important 
general concept should be modified. 
When people refer to the next decade 
as the “Golden ’60’s,” they usually in- 
clude the notion that it will be the time 
when the great baby crops of World 
War II and thereafter will reach the 
age for new family formations, and 
that this will cause sharp gains in de- 
mand for all types of consumer dur- 
ables. Available data suggest that the 
population bracketed in ages 20-24, the 
most important for new family forma- 
tion, will not have its largest jump until 
the latter part of the ’60’s. The average 
annual gain from 1960 to 1965 is esti- 
mated at 438,000, sharply up, it is true, 
from an average increase of 186,000 
from 1957 to 1960, but far below the 
expected yearly gain of 768,000 from 
1965 to 1970. 

If the experience of the postwar pe- 
riod is repeated, this nation will have 
a business downturn somtime during 
the intermediate term. Its magnitude and 
duration will depend largely on the 
character of the present recovery. If 
great excesses are avoided, the next 
dwonturn could be another in the recent 
series of relatively mild recessions, such 
as in 1948-49, 1953-54, and 1957-58. 


But if we superimpose a wild speculative 





spree and fiscal irresponsibility on top 
of the present soundly based economic 
advance, we could head for our first 
real postwar depression. Under this pat. 
tern, the present upturn could be pro. 
longed considerably and the ensuin 
drop severe. Such a drop would doubt. 
less have political implications and 
would lead to greatly enlarged public 
works programs to ameliorate unemploy. 
ment, with chances of more severe sub. 
sequent inflation considerably enhanced, 
a very unattractive possibility. 


Longer Term Good 


The combination of three fundamental 
factors to me seems a favorable underly. 
ing trend for the economy for some 
years: population growth, research — 
both of which develops new products 
and that which develops more efficient 
ways to produce, and the time-honored 
custom of wanting “to keep up with the 
Joneses.” 

Population growth alone is not a 
guaranty of economic growth, as readily 
seen in many Asian and European na- 
tions. But research can make increasing 
population an economic asset rather than 
a liability, and the desire to have for 
our families what others have helps 
develop an effective market for the 
products of research. 

There are some long term factors of a 
less favorable nature, such as the ten- 
dency toward inflation, the increasing 
encroachment of government on private 
activities, and the threat of war. | have 
already assumed there will be no major 
war and the others we may have to leam 
to live with. 

I have picked 1965 as probably far 
enough ahead to be on the other side of 
the next downturn. I am assuming that 
this year will be one of relatively full 
employment. I also assume that corpo: 
rate tax rates will be about the same 
as now and that the Federal Reserve will 
continue reasonably free from political 
domination, 

In such a year, on these assumptions, 
I would estimate the F.R. production 
index at about 185-190 on the 1947-49 
base, or roughly one-fourth higher than 
1959. This is a growth rate of about 
3% annually from 1956. Even if 196 
should be a year of moderate recession, 
the production index should average 
about 165-170, or 10-12% above 1959. 

Earnings on the Dow-Jones group of 
industrials might approximate $55, a 
compared with a peak quarterly rate 
this year of perhaps $40. Under the as 
sumptions made, I would expect interest 
rates to run moderately higher than at 
present. 
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‘ THE AMBIGUOUS TERMINOLOGY OF SECURITY 
fl ANALYSIS: — DIVIDEND PAY-OUT RATIO 
? 
il erae nr orgy es ondpeed" TABLE 1: DIVIDENDS PER SHARE AND AS PERCENTAGE OF NET INCOME 
y- ment will undertake definition and 
“ interpretation of some of the much Goodyear Firestone U.S. Rubber Goodrich 
1 SAS pare ee Sesiagge ies 38.5% $2.60 41.0% $2.00 73.6% $2.20 
yh. Wkw lavas Gil sae 38.1 2.60 34.8 2.00 54.9 2.20 
ts security analysis and investment. Old 4956 ___ 38.9 35.2 2.00 50.2 2.20 
nt terms have in many instances gathered 1955 - 31.3 36.8 2.00 47.0 1.90 
“7 poner Es aca 34.9 2.00 56.4 1.60 35. 
a oo) ae ee 32.5 2.00 48.3 1.38 33.6 
Relationship of Cash Dividends oan waanaasnnenceeeceenes roe ca espe po —" 
. 1 : : ; i . . 
a viper euaivanired 1950 - 37.6 1.67 56.7 1.08 30.0 
ly The prime determinant of cash divi- 1949 - 5.50 1.00 69.5 92 44.5 
2: dend payments is current earnings. The 
2 upper limit of per share dividends will Average 38.8% 56.5% 89.7% 
n be per share earnings, although strong- 
Ir ly entrenched companies encountering a__ price of stocks that follows dividend the common stock within a twelve-month 
is slump in earnings may elect to maintain cuts. However, in late 1957 and early period taken as a percentage of net in- 
le established dividends in excess of cur- 1958 many dividend cuts were not fol- come applicable to common stock for the 
rent earnings if management expects lowed by declines in price where other _ period. 
a prompt recovery of earnings power. factors influencing market valuation For purposes of common stock evalua- 
n- The percentage of earnings allocated were strong enough to offset the bearish tion of companies with more than one 
ig to dividends may be governed by the influences of dividend reductions. class of equity security the second ratio 
te working capital position and capital ex- Security analysists are accustomed to will provide a more precise measure. 
ve penditure budget or will be regulated by relate cash dividend payments to earn- However, the first rate is more widely 
ir indenture provisions when there is out- ings in order to obtain a measure of used. 
n standing long term debt. In some com- managerial policy with respect to divi- For the four leading tire and rubber 
panies cash dividend payments are based dend payments. With the multiplicity of | companies (Table 1) there have been 
ar more upon precedent than upon care- factors entering into dividend decisions over the past ten years no declines in 
of fully worked out estimates of cash needs such “pay-out ratios” may have only per share dividends and remarkable 
at or the rate of return that can be earned _ limited value. stability in the ratios of cash dividends 
ll upon undistributed and reinvested in- The orthodox dividend pay-out ratios to net income. In addition to cash divi- 
0- come. An important factor has been the are: dends and net income per share this 
ae disinclination of management to reduce Cash dividends paid or declared with- pay-out ratio was affected by changes in 
i previously established per share pay- in a twelve-month period taken as a per- the number of outstanding shares and 
al ments. This disinclination has been forti- centage of net income for the period; by the relative amounts of preferred and 
fied by the traditional decline in market Cash dividends paid or declared on common stock outstanding. 
S, a 
n 
9 TABLE 2: RETURN ON INVESTED CAPITAL — ($ in millions) 
n Goodyear Firestone U.S. Rubber Goodrich 
it 1949 10-Yr.Inc. “1958 1949 10-Yr.Inc. 1958 1949 10-Yr.Inc. 1958 1949 10-Yr. Inc. 
es - Net income for year $20.2 $45.5 $53.8 $17.8 $36.0 $22.7 $15.1 $7.6 $35.5 $20.9 $14.6 
9) - 48° of charges on 
n, long term debt 1.5 28 2.2 9 . ee oe Se Se 6 2 
ge - Adjusted income for year $70.0 $21.7 $48.3 $56.0 $18.7 $37.3 $25.4 $16.2 $9.2 $363 $21.5 $14.8 
9. - Ownership equity per 
of books $510.9 $214.3 $296.6 $513.7 $213.5 $300.2 $334.2 $177.0 $157.2 $409.0 $205.5 $203.5 
aS - Long term debt 
te (due after 1 yr. ) 6. 100.0 136.3 _ 96.5 54.8 41.7 164.7 92.8 71.9 43.8 42.1 1.7 
. - Total invested capital __ $747.2 $314.3 $432.9 $610.2 $268.3 $341.9 $498.9 $269.8 $229.1 $452.8 $247.6 $205.2 
st Rate of return on in- 
at vested capital 94% 69% 115% 9.2% 7.0% 10.9% 51% 6.0% 4.0% 80% 86% 17.2% 
Rate of return on owner- 
ship equity 12.9% 94% 15.3% 10.5% 8.3% 12.0% 68% 8.5% 48% 8.7% 10.2% 17.2% 
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U. S. Rubber has had some $65 mil- 
lion par value of non-callable, non-cumu- 
lative 8% preferred stock outstanding 
during the entire 10-year period; Good- 
year retired its preferred stock ($56.5 
million) in 1954; Firestone has progres- 
sively reduced its outstanding preferred 
at the rate of $1.2 million par value each 
year to $2.0 million at December 31, 
1958; Goodrich retired $21.2 million 
preferred stock in 1952. 

As earnings not distributed as cash 
dividends are reinvested by retention in 
the business, an important corollary of 
the dividend pay-out ratio is the rate 
of return on investment. 


Rate of Return on Reinvested 
Earnings 


Table 2 compares the rates of return 
on total investment in 1949 and 1958. 
Adjusted income for the rate of return 
calculation is computed by taking after- 
tax income plus 48% of interest and 
other charges on long term debt. The 
adjusted income figure is related to total 
investment which is the sum of owner- 
ship equity and long term debt. 

Retained earnings (undistributed in- 
come) was the major contributing factor 
in the build-up of ownership equity in 
1949-1958 in each of these four com- 
panies. 

For Goodyear and Firestone the heavy 
plough-back of earnings over the decade 
was highly productive in that the rate 
of return on invested capital and on 
ownership equity increased substantially. 
For U. S. Rubber, retained earnings of 
the 10-year period produced lower rates 
of return than in 1949. Goodrich showed 
a moderately lower rate of return on 
total investment in 1958 than in 1949 
and a significantly lower rate of return 
on ownership equity. 

The comparisons in Table 2 have 
not been corrected for changes in lever- 
age of the common stock resulting from 


preferred stock retirements so that the 
rate of return on common stock invest- 
ment would differ from the figure shown 
for the the entire ownership equity. 
U. S. Rubber pays out a higher dividend 
rate on its 8% preferred stock than the 
rate of return earned on its total invested 
capital and ownership equity. 

While Goodyear and Firestone have a 
lower overall pay-out ratio in 1958 and 
for the 10-year average than U. S. 
Rubber and Goodrich, their greater re- 
tention of earnings has been justified by 
increases in the rates of return both on 
total investment and on the ownership 
equity. 


Variants of Dividend Pay-Out 
Ratios 


The Value Line Investment Survey 
defines “Dividend Pay-Out Ratio” as 
follows: 


All cash dividends declared for the 
calendar year or fiscal year including 
payments on the preferred stock, if 
any, divided by the cash earnings for 
the year. Cash earnings represent net 
income as reported plus charges to 
income, which do not involve cash out- 
lay. Typical non-cash expenses are de- 
ductions from income for deprecia- 
tion, depletion and amortization. 


This concept of pay-out ratio is a 
broader measure of capacity to make 
cash payments. Any sustained payment 
of cash dividends in excess of net in- 
come would be regarded as unorthodox 
by most financial analysts even though 
the company’s working capital was in- 
creasing as a result of depreciation set 
asides. Retained earnings (except to the 
extent restricted by indenture proce- 
dures) are legally available for dividend 
payments so a company might justify 
such payments based upon cash flow 
from other sources than net income. 

Another variant of the dividend pay- 
out ratio is to reduce net income by 





TABLE 3: NET INCOME, CASH DIVIDENDS, CAPITAL EXPENDITURES 
(December 31, 1958; $ in thousands) 


Goodyear Firestone U.S. Rubber Goodrich 














1. Net income __. i citnnine niece een Gaara SRRS7. Sah 457 
2. Less Preferred Stock dividends - ecm ae 128 a nenee 
3. Net income applicable to common stock ___.. 65,741 53,624 17,462 35,457 
4. Less Common Stock dividends _...__.__._....... 25,299 21,874 11,460 19,729 
5. Income retained in busines —_....__________-___- 40,442 31,750 6,002 15,728 
6. Less retirement of long term debt... -————s«4,7 46 4,550 4,500 1,868 
7. Less retirement of preferred stock ee pee > See eke 
8. Balance of Income retained in business ______ 35,696 26,000 1,502 13,860 
Se 47,406 41,416 24,706 21,338 
10. Net Funds from operations _.- 83,102 67,416 26,208 35,198 
11. Less Capital Expenditures 53,348 37,766 27,576 27,616 





12. Additions to working capital from operations$29,754 





$29,650 ($1,368) $ 7,582 





the amount of contractual payments to 
retire invested capital, both preferred 
stock and long term debt. 

Failure to meet sinking fund pay. 
ments of long term debt generally cop. 
stitutes an act of default and the cop. 
tractual obligation of a company to re. 
tire progressively its outstanding pre. 
ferred stock would preclude payment of 
common stock dividends unless pre. 
ferred stock retirement provisions had 
been maintained. 

If net income available for dividends 
is reduced by contractual payments, it 
may be related to cash dividends before 
and after adding back the amount of 
depreciation and other non-cash ex. 
penses, 


Dividend Pay-Out and Capital 
Budgeting 


The program of capital expenditures, 
designated frequently as the capital bud. 
get, is necessary information for inter- 
pretation of dividend pay-out ratios, 
however computed. 

A low pay-out ratio is not a harbinger 
of higher cash dividends if a company 
has substantial commitments on capital 
account. 

Table 3 relates net income, cash, divi- 
dends, depreciation and capital outlays 
for the four major tire and rubber com- 


panies for 1958. 


Dividend Pay-Out Ratios: 
Recapitulation 


a. Cash dividends as a percent of net 
income (2+4/1) See Table 3) 

b. Cash dividends on common stock 
as a per cent of net income ap- 
plicable to common stock. (4/3) 

c. Cash dividends on common stock 
as a per cent of net income ap- 
plicable to common stock less capi- 
tal retirement payments (4/3—6— 
7) 

d. Cash dividends as a per cent of net 
income plus the amount of non cash 
expenses. (2-+4/1+-9) 

e. Cash dividends as a per cent of net 
income plus the amount of non-cash 
expenses less capital retirement pay- 
ments, (2+4/1+9—6—7) 

f. Cash dividends on common stock 
as a per cent of net income 4p 
plicable to common stock plus the 
amount of non-cash expenses less 
capital retirement payments (4/3 
+9—6—7) 

g. Cash dividends on common stock 4 
a per cent of addition to working 
capital from operations (4/‘2) 


This multiplicity of ratios sugges 
that any single pay-out ratio has very 
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jmited interpretive value either for esti- 


nating future growth potential or 


waluating the prospects of higher cash 
jividends. Perhaps summarization of 
relevant data over a period of years in 
the form used in Table 3 might aid the 


processes of forecasting. 


Ratio “g” would appear to have value 
in estimating the capacity of a com- 
pany to increase cash dividend pay- 
ments unless working capital is notably 
low or capital expenditures are to be 
stepped-up. 

There is no single ratio that is now 
defined universally when the term “divi- 
dend pay-out ratio” is employed. 
Further specifications are needed. 





Abstracts from recent talks by officials 
of companies whose securities are of 
interest to institutional investors. 


AMERICAN MACHINE & 
FOUNDRY CO. 


CarTER L. BuRGEsS, president 


Backlog of orders at end of first 
quarter totalled $128 million which is 
more than double the 1958 quarter. 
Earnings for the first quarter are ex- 
pected to exceed $5 million, up 81% 
from year. 

San Francisco Society, May 28. 


AMERICAN TELEPHONE AND 
TELEGRAPH CO. 


Wittiam C. BoLeNIusS, executive vice- 
president 


Company contemplates no major 
financing in the immediate future but 
this statement was qualified by defining 
“major financing” as “equity financing” 
and he would not define “immediate 
future.” The recent three for one stock 
split is expected to increase the number 
of shareholders and broaden the base 
for future equity financing. 
New York Society, May 6. 


ATLANTIC REFINING CO. 


HENDERSON SUPPLEE, JR., president 


: Net income for the first quarter was 
$11.9 million against $2.7 million last 
year. \ll of 1958’s first quarter profit 
came trom special credits, whereas this 
year produced $11.6 million increase in 
profits before Federal Income Tax and 
specia! credits. 

About half of the gain came from 
higher selling prices and about one- 
quarter from higher crude production. A 


substaxitial decline in operating ex- 
penses 


JunE 1959 


more than offset the industry’s 


general wage increase and additional 
Venezuelan income tax. 


New York Society, May 14. 
BEATRICE FOODS CO. 


WiLuiaM G. Karnes, president 


Since 1953 when Beatrice merged 
with Creameries of America sales have 
increased (based on fiscal 1959) about 
40% and net 83%. 

Dairy products now account for 74% 
of sales compared with 84% 10 years 
ago. Dairy sales reached $285 million 
in the last fiscal year compared with 
$101 million in 1949. Sales of other 


grocery products have grown from $31 
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million in 1949 to $100 million in the 
last fiscal year, an increase of 222%. 
Chicago Society, May 28. 


FIBREBOARD PAPER 
PRODUCTS CORP. 


Wixi L. Keapy, president 


The $50 million expansion program 
will be completed during the current 
year and will begin to develop earnings 
in 1960. By 1962 added facilities are ex- 
pected to add to cash flow so that annual 
prepayment of long term debt of $3 mil- 
lion can be met without restricting 
growth. 

New York Society, May 26. 
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MORE THAN ONE BILLION EIGHT HUNDRED MILLION DOLLARS IN 
SECURITIES AND OTHER ASSETS ARE NOW ENTRUSTED TO OUR CARE 
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an open-end management investment company 


investing in the securities of American business and indus- 
trial enterprise with emphasis on long-term capital growth 
possibilities and current income. 
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GENERAL DYNAMICS 
(Continued from page 560) 


nautics, atomics and electronics. there 
is necessarily a long lead-time between 
basic pure and applied research and pro. 
duction; and in such rapidly developing 
areas, many economies of mass-produce. 
tion and standardization are slow jn 
development. But the historic record of 
industrial technology is that prototypes 
come first. It is the more surprising that 
a Mach 2 plane (G-D’s FLO6A) is al. 
ready in quantity production, that the 
Triga reactor took but two years to go 
from drawing-board to shipment, that 
the 635 mph Convair jet transport will 
soon roll off the assembly line. that 
while the “Nautilus” crossed under the 
North Polar ice-cap, the first of several 
ballistic-missile submarines was under 
construction. What has been accom. 
plished by the systems approach to 
weapons promises commercial adapta- 
tions of substantial value in the further 
use and conquest of the air, the sea and 
land of the pushbutton. 


A A A 


MEMOS OF THE MONTH 


(Continued from page 554) 


that both of the examples singled out 
here fall in industries generally related 
to consumer spending. 

It should, of course, be pointed out 
that results can be made to differ violent- 
ly depending on a choice of a starting 
and terminal year. The length of the 
period decided upon would also make a 
difference in average annual results. 
However, we believe that the figures for 
the periods used above provide a reason- 
able basis for reaching valid conclu- 
sions. 

JosepH M. KircHHEIMER 
WALTER P. STERN 
BURNHAM & CO. 


A A A 


@ The danger to corporate democracy 
inherent in current harassment of ar- 
nual meetings by individual stockholders 
was treated by columnist Donald |. 
Rogers on May 17. After analyzing the 
background of the conduct of Miss 
Gloria Parker at the RCA annual meet- 
ing, he concluded: “When as holders of 
minuscule amounts of stock they cal 
disrupt the annual meetings to further 
their own selfish endeavors, it seems 
clear that corporate democracy — the 
right of the small stockholder to speak 
his piece and question the policies of his 
company — has been carried to unlikely 
and possibly unjust extremes.” 
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VartaBLE ANNUITY BEcomMEs LAw 






After a five year battle, the contro- 
rrsial legislation permitting insurance 
wmpanies to sell variable annuity con- 
racts in New Jersey last month was ap- 
proved by the state legislature, as fore- 
ast in this column two months ago. 











S Three companion bills make up the 





variable package. One of minor concern 
is for the purpose of making inapplicable 
0 variable contract account reserves a 
pecific section of the statute which 
deals with the reserve liability of certain 
life companies. The second bill enables 
life companies incorporated in New Jer- 
ey to “establish and operate a separate 
account known as the variable contract 
account” the assets of which would be 
invested largely in equity securities. Sec- 
tions of this bill provide for statements 
in the contract explaining how the dol- 
kr amount of payments is determined, 
preedure for valuation at market prices 
of common stocks (which must be 
traded on a national or Canadian securi- 
lies exchange or have a readily ascer- 
tainable “over the counter market”) and 
establishment of special reserve liabili- 
ties by the Commissioner “pursuant to 
the standard valuation law (1943) in ac- 
vordance with actuarial procedures that 
recognize the variable nature of the 
benefits provided.” Still another section 
gives discretionary authority to com- 
panies writing variable contracts to re- 
quire the purchase of conventional fixed 
dollar annuities in specified proportions 
in combination with the acquisition of 
variable contracts. 




























But the third companion bill, ' the 
regulatory measure, which is applicable 
to both domestic and foreign companies 
writing variable contracts in New Jer- 
*y, makes balance mandatory in one’s 
werall estate plan. The sale of contracts 
8 to be withdrawn in disregard of 
feasonahle regulations established by the 
Commissioner for “balance whereby 
provision made for income from con- 
tracts on a variable basis shall not ex- 
‘eed provisions made for income pay- 
able in predetermined dollar amount (in 
whatever form such provision is made, 
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including, but without limitation to, an- 
nuities, pensions, social security or other 
contracts or plans providing for the pay- 
ment of income over a period of time) .” 
Contracts must not contain “provi- 
sions which are unjust, unfair, inequi- 
table, ambiguous, misleading, likely to 
result in misrepresentation, or contrary 
to law,” nor may sales of such contracts 
be “solicited by any means of advertis- 
ing, communication or dissemination of 
information which involves misleading 
or inadequate description of the pro- 
visions of the contract.” Further, the 
measure provides that the contract “shall 
contain on its first page, in a prominent 
position, a clear statement that the bene- 
fits or other contractual payments or 
values thereunder are on a_ variable 
basis.” Projections of past investment 
results into the future to illustrate bene- 
fits are prohibited and all representa- 
tions of benefits are to be passed upon 
by the Commissioner. Salesmen must 
be especially licensed to sell variable 
contracts based on qualification by per- 
sonal examination as to trustworthiness 
and competency to act in such capacity. 
Standards for the latter are to be estab- 
lished by the Commissioner. 
Requirements for companies enter- 
ing the variable contract field, both 
foreign and domestic, are spelled out, 
including the provision noted in our 
April column of a minimum of two 
years in the life business. A particularly 
interesting provision directs the Com- 
missioner to “prescribe by regulation 
the steps to be taken by the company in 
disposing of those holdings which at any 
time subsequent to purchase fail to meet 
the standards and regulations for new 
investments.” In addition to a market- 
ability criterion, common stock invest- 
ments are subject to the same requisites 
as those for life companies generally in 
New Jersey—they must have paid divi- 
dends continuously for the five years 
previous to investment and no more 
than five per cent of any one issue can 
be held by an individual insurance com- 
pany. A unique feature is the require- 
ment that the cash surrender value be 
payable over at least 36 months. 





Herbert R. Anderson, president of the 
National Association of Investment 
Companies, as well as _ Distributors 
Group, has made the following observa- 
tions on the passage of the New Jersey 
legislation in an exclusive statement pre- 
pared for this column: 


“For some years there has been con- 
troversy, within the insurance industry 
and otherwise, concerning the nature of 
variable annuities: are they a new form 
of insurance, which will fill a public 
need; or are they a risk security? When 
the Supreme Court held, in March, that 
they were securities and that the com- 
panies issuing them were investment 
companies, it seemed to me that the 
matter had been put to rest. Thus I can 
only characterize as unfortunate the re- 
cent action of the New Jersey legislature 
in amending its insurance law to permit 
the offering and sale of variable annui- 
ties. In complete disregard of the care- 
fully reasoned analysis in the Supreme 
Court of the nature of variable annuities 
and of the companies which issue them, 
the New Jersey legislature has said that, 
irrespective of their status in the other 
states and under federal law, variable 
annuities contracts in that State will be 
regarded as insurance and the com- 
panies which issue them will be re- 
garded as insurance companies. 


“Thus in New Jersey a certain species 
of risk investment contract may be 
wrapped in the trappings of insurance 
and obscured in the nomenclature of in- 
surance, and sold to the public as an 
insurance contract. It will be subject, of 
course, to insurance regulation — a type 
of regulation which is meaningful when 
applied in a true insurance context, but 
less than useless when applied to a risk 
security. 


“Under the true insurance contract the 
insurance company offers to pay to the 
contract-holder a certain sum upon the 
happening of a specified contingency — 
in the case of an annuity the contin- 
gency of living too long. The thrust of 
insurance regulation, applied to such a 
contract, is to require that at any given 
time the insurance company is in a posi- 
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tion to honor its contractual commit- 
ment. 

“In the ‘variable annuity’ contract, on 
the other hand, as in any risk invest- 
ment, the contract-holder bears the en- 
tire investment risk. The company obli- 
gates itself to pay him on the basis of 
the investment experience of the com- 
pany. If that experience is bad he may 
receive little or nothing, and yet the 
company’s contractual obligation to the 
contract-holder will be discharged, and 
the requirements of the insurance law 
will be met, This total exposure to risk 
on the part of the contract-holder is 
foreign to insurance and is the very 
essence of a risk security. 

“T believe in the basic principles 
which underlie the variable annuity, 
else I would not be in the investment 
company business, offering similar risk 
securities to the public. But I believe 
that the public whose money is invested 
through investment companies must be 
fully informed as to the nature of the 
risk involved, so that it may decide 
whether or not to undertake the risk. In- 
surance regulation, applied to such con- 
tracts, not only does not protect the 
public with respect to such a risk se- 
curity, but it would, I believe, have the 
adverse effect of lulling the public in- 
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vesting in such securities into a false 
sense of security.” 


VANCE SANDERS INTRODUCES 
MoNTHLY WITHDRAWAL PLANS 


Following closely on the heels of the 
new Affiliated Fund withdrawal pro- 
gram (T&E, March 1959, p.236), the 
long talked-of Vance Sanders plans for 
systematic monthly payments embody- 
ing the invasion of capital have finally 
been introduced. To initiate the pro- 
gram the stockholder must deposit with 
the Second Bank—State Street Trust of 
Boston shares valued at $10,000 or more 
at their public offering price of any 
one of the four mutuals distributed by 
the firm—Boston Fund, Massachusetts 
Investors Trust, Massachusetts Investors 
Growth Stock Fund or Century Shares 
Trust. Three types of plans are offered. 

The level withdrawal plan provides 
each month a fixed amount of money at 
an annual rate not exceeding 6% of 
the value of the shares at their offering 
price on the date on which application 
for the plan is made. It is designed for 
investors who would rather spend prin- 
cipal than downgrade the quality of 
their investments to get more needed 
spending money than investment in- 
come provides. Pointing out that at age 
65 the normal male life expectancy _ p- 
proximates 15 years, the sponsor em- 
phasizes that a man retiring at that age 
should not subscribe to this first 15 year 
plan without having other sources of 
subsistence available — for he may live 
well beyond the 80 year expectancy. 

The second program designated Vari- 


able Withdrawal Plan A, provides for a 
period of 15 years, variable monthly 
payments from equal monthly share re. 
demptions plus all dividends from in. 
come. This plan contemplates considera. 
tion of possible future increase in living 
costs. Again the sponsor cautions on the 
necessity of insuring special provision 
for subsistence after the complete fifteen 
year payout. It suggests that this plan 
is well suited for a specific purpose such 
as easing the reduction of income on re. 
tirement. 

The third plan, called Variable With. 
drawal B, provides, for a period of at 
least 15 years, variable monthly pay. 
ments from equal monthly share te. 
demptions. Dividends received from in. 
come, however, are applied to reduce 
the number of shares actually redeemed 
and build up a reserve of shares which 


may be used to extend the period of re. | 


demption. Vance Sanders point out that 
this is the more prudent plan to select 
upon retirement since the calculated risk 
with respect to extended life expectancy 
is believed reasonable. 


OpPENHEIMER FUND OFFERS 
UNIQUE SPECULATIVE PROGRAM 


When the Townsend U. S. and Inter- 
national Growth Fund was offered 4l- 
most a year ago this column called at- 
tention to the unusual latitude of its per- 
missive investment area since 50% of 
assets might be invested in so-called spe- 
cial situations, up to 10% in commodi- 
ties and additional amounts in real 


estate. (T&E, July 1958, p. 654). Now 
(Continued on page 633) 
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| Indices are based on fund operation during the period covered and are 
|not a representation of future results. They should be considered in the 
‘light of the individual companies’ investment policies and objectives 
and the characteristics and qualities of the investments of these companies. 
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No responsibility is assumed in so far as compliance with the Statement 
of Policy is concerned for the employment in whole or in part of the 
index by issuers, underwriters or dealers. Principal indices for May 
29, 1958 appear in the June 1958 issue and current income returns 
1959 offering prices are available on request. 
These will soon be added to a revised short form index. 
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CONSUMER PRICE INDEX (B.L.S.)n ____ 





ie — 50.2 $309.1 

Broad Street Investing Corp. —....____. __ 109.9 60.1 $386.0 
_— 109.8 61.0 368.8 

ea! dheed pa 76.1 252.2 

Diversified Investment Fund, Inc.***(c) ____ — — 238.4 
vente asia eT LO 109.0 62.1 $298.3 

re cman ask — — 468.6 

Eaton & Howard Stock —._......_____--___ 1d 107.1 62.7 t%t449.0 
athe — — TLIAI A 

Fundamental Investors __... 105.2 4.48 %500.1 
Incorporated Investors 103.6 63.9 $449.8 
Institutional Foundation Fund (c) —... a eae 272.9 
Investment Co. of America — 69.0 %t3279.3 
Knickerbocker Fund (c) _.....----_-__.. — 59.8 %$158.8 
Loomis-Sayles Mutual Fund (c) —... 72.4 7L.2 261.7 
Massachusetts Investors Trust _..___---_-- >= 110.7 50.7 $471.1 
Mass. Investors Growth Stk. Fund _...._.-__ 114.2 57.4 L764 
Mutual Investment Fund (c) 129.7 56.1 237.2 
eC ee oy ee — 60.7 532.9 

National Securities — Income***(c) a 66.0 158.5 
Selected American Shares 123.8 60.9 %3207.2 
at — 62.5  t29R4 

State Street Investment Corp. 92.8 60.7 327.0 
Wall Street Investing Corp. (a) — — — $416.1 
AVERAGE: STOCK FUNDS = 107.4 62.5 %$363.7 
00 STOCK INDEX (Standard & Poor’s)n —_. 107.5 59.8 %$469.8 
inn 99.7 207.9 





308.9 2.89 3.15 
385.5 3.27 2.42 
4366.9 2.54 4.12 
7251.1 2.56 4.21 
7236.0 3.74 2.43 
298.3 2.79 2.63 
468.1 2.05 2.51 
448.7 2.22 1.56 
442.2 2.83 3.25 
499.5 2.36 2.06 
449.8 1.96 5.89 
270.8 3.46 3.98 
379.0 2.33 4.36 
158.8 3.12 3.61 
264.2 2.99 1.42 
410.6 2.82 0.87 
4468.6 1.56 0.82 
235.9 2.62 2.58 
531.7 1.98 4.77 
7156.0 4.40 3.03 
306.4 2.73 4.39 
238.6 3.62 1.48 
326.4 2.06 2.88 
415.6 2.81 1.17 
362.7 2.60 2.90 
469.8 — aoe 
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selecting stock and cost-of-living averages, oe inci ik nvest. ap. . 
iain end in interpretation of an, Principal a oo Principal Inc. Distri. 5/29/59 income % 
JALANCED FUNDS 
American Business Shares — 65.9 189.7 187.1 3.38 1.77 120.1 3.51 
Seenougnten Fund “A” ae 71.4 300.9 7294.3 2.32 4.26 4195.1 2.71 
Axe-Houghton Fund “B” fea 83.1 T344.9 343.8 3.01 3.23 250.7 3.11 
Boston Fund 103.1 60.2 279.6 276.8 2.78 3.10 204.9 2.84 
Commonwealth Investment 106.3 73.5 %330.4 329.6 2.80 2.12 260.7 3.09 
Eaton & Howard Balanced 114.5 73.6 292.4 290.3 2.87 2.25 244.4 2.93 
Fully Administered Fund (Group Securities) _. — 69.4 216.1 $212.4 3.46 1.09 7156.2 3.66 
General Investors Trust 110.0 65.2 $204.4 204.3 3.59 4.62 1400 3.70 
Investors Mutual pen 73.5 %242.8 242.5 3.30 jb | 202.3 3.54 e 
Johnston Mutual Fund _— a= 2600s 316.2 2.91 2.83 269.7 3.13 e 
Nation-Wide Securities** 102.6 59.6 201.0 199.0 3.36 2.76 149.8 3.48 
New England Fund 117.4 61.4 215.9 214.2 3.22 0.83 157.2 3.54 
George Putnam Fund _ —_ 69.2 %$245.8 7245.3 2.88 3.02 4191.2 3.06 
Scudder Stevens & Clark 97.4 80.9 $238.1 7255.9 3.01 2.11 FIRRO 3.08 
Wellington Fund 105.2 75.0 %250.3 250.0 3.02 3.02 1843 3.14 
Whitehall Fund — — ei7 7 310.3 3.42 4.07 226.4 3.51 e 
Wisconsin Fund, Inc.***(c) __....___-.--____- — 65.1 $352.9 352.6 2.76 1.95 241.9 3.26 
AVERAGE: BALANCED FUNDS _ 107.1 70.1 $261.3 259.5 3.08 2.64 189.0 3.25 
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tultant surr; 





is divided by the 1939 base offering price. 









cated are added all capital distributions to such date and the re- 


the annual period ending with the stated date by the average of the twelve. 


month-end offering prices ending on the corresponding date. 


=— 
Base index number of 100 is the offering price on Dec. 30, 1939. 
Pom HK and 16 arrived at as follows: To the bid prices at the respective COL. 17 represents figure obtained by dividing such dividends accruing ove: 
indi 








(—R vised Series adjusted to 1939 base. 
(one cuping awaits new detailed classifications. 
—Hoes not reflect new acquisition cost. 












June 1959 





t—Adjustment for capital gains tax will be made in 


revised index. 


+Ex-dividend current month 


@Principal index begins after 1939 base date. 
tHigh reached current month. 


COL. 19 ‘ , — CAPITAL GAIN DISTRIBUTION column (18) represents percentage of 

perl Rey ney red the current month-end bid (col. 16 less all capital distri- distribution, if any, from capital gains or any other source, for the current 
G:vided by the 1939 base offering price. annual period. 

INCOME "ERCENTAGE includes only those dividends paid by the com- COMPANIES ORGANIZED AFTER 1939 are given an initial index number 

Panies ou: of income earned from dividends and interest on their portfolio on the date they commence business equal to the average of all those stock 

aaeaies excluding all capital distributions). or balanced funds in existence at the time. 

t—New ; 


**Became Balanced Fund in 1945. 

***Not included in balanced or stock average. 
****Name changed from Nesbett Fund. 
Dreyfus now in stock grouping; New England in 


balanced. 


COPYRIGHT 1959 BY HENRY ANSBACHER LONG. 
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N HIS NEW BOOK, Landmarks of To- 
morrow, noted economist and manage- 
ment consultant Peter F. Drucker states 
that “educated people are the ‘capital’ of 


a developed society.” He further ob- 
serves that “the development of educated 
people is the most important capital for- 
mation: their number, quality and utili- 
zation, the most meaningful index of the 
wealth-producing capacity of a country.” 


It is increasingly apparent as we move 
further into the era of atomic energy, 
electronics and space technology that in- 
dustry will require greater numbers of 
educated people who, moreover, must be 
educated to a higher level. 


Asked whether he could foresee elec- 
tronic “brains” ever outmoding human 
brains. Admiral Hyman Rickover, of 
atomic submarine fame, told the writer: 
“It would require a mass of electronic 
equipment as large as the Pentagon to 
duplicate the brain of an earthworm.” 

With an eye to its own self-interest, as 
well as the broad interests of the com- 
munity, industry has been rapidly step- 
ping up its support of education. This 
support takes many forms: support of 
foundations, direct grants to teachers, 
student scholarships, donations of money 
and equipment to colleges and universi- 
ties, “teaching aids” — booklets, film- 
strips, motion pictures, etc. — for use in 
primary and secondary schools, summer 
jobs for teachers, exchange programs 
under which teachers and_ personnel 
change places for a while, the sending of 
company personnel, from top manage- 
ment to junior engineers, back to college 
for special courses, and so on. 


An example of this trend, and one 
pertinent to the overall subject of this 
column, is the first national Youth Con- 
ference on the Atom held in Atlantic 
City on April 30 and May 1 under the 
auspices of 66 of the nation’s electric 
utility companies representing some 
70% of the industry’s customers. The 
conference was planned by the Electric 
Companies Public Information Program. 


ON THE ENERGY FRONT... 


Developments of Investment and Commercial Interest 


ROBERT RESOR 


Vice President in charge Nuclear Energy Division, Bozell & Jacobs, Inc. 


Education for Tomorrow’s World 





Editor’s Note: Mr. Robert Resor, Vice 
President in Charge of the Nuclear En- 
ergy Division of Bozell & Jacobs, Inc., 
first national advertising and public rela- 
tions agency to establish such a division, 
this month becomes T&E’s nuclear energy 
report editor, succeeding Vincent R. Fow- 
led. Mr. Fowler, Senior Vice President of 
Bozell & Jacobs, Inc., left this post June 1 
to take over the management of the firm’s 
Los Angeles office. 


A member of the agency’s Nuclear En- 
ergy Division for the past five years, Mr. 
Resor has been a consultant in nuclear 
energy to electric utility companies and 
served as Coordinator of the Electric 
Companies Public Information Program, 
the industry’s public relations arm. He is 
a graduate of Harvard University and 
served in the Air Force during World 
War IT. 





First of its kind, it was a bold step for a 
traditionally conservative industry. The 
companies sought the aid of educators in 
their own communities, scattered across 
35 states, to select the 300 most promis- 
ing scientific minds among high school 
juniors and seniors. Some 200 outstand- 
ing high school science teachers were 
also chosen to attend. 

With the cooperation of such national 
organizations as the American Associa- 
tion for the Advancement of Science, the 
Atomic Energy Commission, Future 
Scientists of America Foundation, Na- 
tional Academy of Sciences, National 
Science Foundation and National 
Science Teachers Association, these 
young people and teachers assembled to 
hear leading scientists, educators and 
industrialists explore the frontiers of the 
atomic age. Let’s take a look at key 
points made by these distinguished 
speakers: 


Industrial Uses of the Atom 
Noting that during the last generation 


‘or two “one did not have to be very 


pessimistic to believe that soon the world 
would be running downhill, exhausted of 
essential fuel sources and vital mate- 
rials,” Charles Robbins, executive man- 





ager of the Atomic Industrial Forum, ob- 
served that “we have learned only re- 
cently that there is a great abundance of 
energy just waiting to be tamed, har. 
nessed and put to work” in the nucleus 
of the atom. 

“An offset of this,” he said, “is a 
rapidly increasing population, which 
presents not only opportunities but also 
very serious problems.” In fact the rate 
of population growth has_ been ae- 
celerating. World population doubled 
in the 200 years from 1650 to 1850, 
doubled again between 1850 and 1950, 
and will more than double again be- 
tween 1950 and the year 2000. 

At the same time, the world’s per capi- 
ta consumption of energy is rapidly in- 
creasing and will continue to increase as 
industrialization and higher standards of 
living sweep across the world. In 1950, 
the United States per capita production 
of electric power was 3,000 kilowatt- 
hours. For France, the figure was 1,000 
kwh; for underdeveloped India, 17. It is 
difficult to foresee any long-run loss of 
markets for any of the fuels — coal, oil, 
gas, uranium, thorium. We will need 











One of 48 girl delegates to first National 
Youth Conference on the Atom, held April 


30-May 1 at Atlantic City, examining one of 


exhibits submitted by 15 organizations. 
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them all and probably direct solar en- 
egy as well. 

In addition to use of nuclear energy in 
gntral station power plants, Mr. Rob- 
bins cited the following as promising 
felds for the atom: 

Ship and Aircraft propulsion: The 
U. S. Navy is rapidly converting to nu- 
dear vessels and merchant ships are 
eming, the first of which, the N. S. 
Savannah, will be completed next year. 
“Large nuclear powered tankers, partic- 
ularly for long hauls, are considered to 
have good chances of being practical 
and economic. It is probable that ships 
of this category will be plying the seas 
yithin the next few years.” 

Although actual flight by a military- 
ype nuclear-powered plane is probably 
three years off, “considerable progress 
has been made in design of the aircraft 


and in shielding techniques.” 


Industrial processing and space heat- 


Bing: About half the energy from coal, 
4 oil and gas is used in industrial process- 
Bing. This offers a potentially important 
BH ield for nuclear energy, already being 
leveloped by Norway for the pulp and 
Hjaper industry. Space heating, which 
# consumes one-fourth of our energy out- 
# put, offers real promise for the atom; 


uccessful experiments have been tried 


# in England and other countries. 


Exploitation of sea water. The oceans 
are loaded with minerals and chemicals 
and will provide limitless quantities of 
fesh water if economically practicable 
nethods of de-salting can be developed. 
Nuclear energy may well be the answer 
here. 

Radioisotopes. Industry is already 
aving many millions of dollars annual- 
ly through use of radioisotopes which 
tost only a few millions. Shipments last 
year by the Atomic Energy Commission 
vere up 37% over 1957. Ultimate indus- 
ial savings in the billions of dollars 
ite forecast. Industry is using radioiso- 
pes in three principal ways: to meas- 
we thickness, measure density, and indi- 
tate the level of liquids. 

One cold rolling mill is turning out 
ld rolled strip steel within 1.3% toler- 
ace, compared with 10% under the old 
nethod. With an investment in the ra- 
livisotope thickness gauge of $56,000, 
‘nual savings to this mill are $600,000. 
h the rubber industry, a similar gauge 
‘an control thickness to within 3.2% 
jlus or minus, compared with 10% un- 
ler conventional methods. 

Radioisotopes have made radiography 
videly practicable for locating defects in 
netals, testing the quality of welds, 
leterm ining and measuring corrosion, 
‘mong other applications. Mr. Robbins 
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quotes a shipbuilder who found that the 
general standard of welding has risen 
considerably with the introduction of 
radiography as a check on the work. 

Other uses: In studying piston ring 
wear, oil companies formerly had to run 
test engines 200 to 500 hours. By irradi- 
ating the piston rings, the information 
can be obtained in four to eight hours. 
Tracers are being used effectively to 
determine wear in tool steels, in tires 
and in paving. 

Since radiation causes certain mate- 
rials to exhibit luminescence, the way is 
opened to new types of airport runway 
markers, darkroom illumination, mark- 
ing of buoys and signs, and others. 

Atomic batteries have been produced 
by two companies, one recently devel- 
oped by the Martin company being pow- 


vices to irradiate insect eggs in the stored 
crops, thus sterilizing them. The screw 
worm fly, which Dr. Comar estimates 
causes $10 million per year damage to 
cattle in the southeast, may also be on 
its way to eradication, and such pests as 
the bot fly, cattle grub, tsetse fly, fruit 
fly and Anopheles mosquito. 

Millions of dollars are being spent on 
research in sterilizing foods with radia- 
tion, thus increasing shelf life. Foods 
that appear to show promise, Dr. Comar 
said, include asparagus, bacon, green 
peas, beef liver, chicken, ham and pork. 
Another promising area is the inhibition 
of sprouting of root crops through ir- 
radiation. Since radiation can cause mu- 
tations in plants and animals, scientists 
are using it to produce new and more 
economically desirable varieties, parti- 











bs’ 


One of 62 panels, models and displayed objects comprising exhibit of U.S. Atomic Energy 
Commission, displayed in connection with first national youth Conference on the Atom 
in Atlantic City. 





erful enough to light a 100-watt lamp. 
“Such small batteries might well become 
commercially practical — which means 
be inexpensive — within the next few 
years,” Mr. Robbins asserted. 


The Atom in Agriculture 


Dr. Cyril L. Comar, director of the 
Laboratory of Radiation Biology at 
Cornell University, foresees that nuclear 
power eventually may “make consider- 
able contributions especially in under- 
developed areas by means of large-scale 
irrigation and drainage schemes.” 

Meanwhile, work is going forward 
throughout the world on the use of ra- 
diation for control of insects, for sterili- 
zation of foods, for crop improvement 
and for basic biological research. 

Insect infestation results in losses to 
stored grain and other crops estimated 
at $300 million annually in the United 
States. On the drawing boards are de- 


cularly in plants. In the U. S., for in- 
stance, peanuts almost the length of a 
man’s palm have been produced and rust 
resistant oats have been developed. 

Longer range but of immense poten- 
tial significance, Dr. Comar said, is the 
use of radioactive tracer substances to 
reveal the basic processes of plant and 
animal nutrition and growth. “There is 
no doubt that research will lead to great- 
er efficiency and economy in production 
and utilization of food and other agri- 
cultural products.” 


The Atom and the World 


of Tomorrow 


One of the most fascinating presenta-~ 
tions at the Youth Conference on the 
Atom was a preview of the year 2000 
made jointly by Francis K. McCune and 
Charles H. Weaver, atomic vice presi- 
dents of General Electric Company and 
Westinghouse Electric Corporation, re- 
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spectively. Some of their carefully con- 
sidered forecasts: : 

About half the electric energy con- 
sumed in the United States will come 
from atomic fuels. Some countries will 
depend entirely upon the atom for elec- 
tricity. 

Liquid hydrocarbon fuels will still be 
the most practical for the majority of 
small power plants such as automobiles. 
Much of this liquid fuel will be extracted 
from coal. 

By 2000 A.D., prototype power plants 
utilizing the fusion reaction will have 
been built, although these plans will still 
not be competitive with plants of the nu- 
clear fission type being built today by 
a number of electric utilities. 

Although much progress is expected, 
within 40 years the distillation of sea 
water will remain too expensive for uni- 
versal application. However, vastly im- 
proved water purification systems will 
turn polluted into pure water. 

In the year 2000, it may be possible 
to construct giant mirrors in space to 
capture solar energy in space and with 
it to power industrial complexes, also in 
space! 

Nuclear powered aircraft becoming 
operational in the 1960’s will be able to 
circle the globe nearly 6 times without 
refueling. Later, around the turn of the 
century, scientific breakthroughs will 
make possible nuclear powered space 
ships capable of travelling one million 
miles per hour. This would enable us to 
reach Mars in less than a week. 

Nuclear powered submarine freight- 
ers will be common before the end of this 
century, perhaps towing long chains of 
cargo containers. 


New knowledge of the oceans and ap- 
plications of nuclear power during the 
coming decades will enable us to raise 
“crops” of fish scientifically, to extrac 
many more chemicals from sea water. 
and to mine the ocean floors for yital 
minerals. 

By 2000 A.D., direct conversion of 
heat into electricity will be possible. 

Electric cars, now being introduced 
(or re-introduced), within the next 40 
years will be able to cross the continent 
without recharging because of the de. 
velopment of “accumulators,” far more 
efficient than today’s storage batteries, 

The all-electric home of the year 2000 
is expected to have completely automatic 
air-conditioning controls which adjust 
themselves to changing outside weather 
conditions. Electroluminescent lighting, 
thermoelectric heating and cooling, and 
closed circuit television in the home vill 
be common. “Push-button cooking” vill 
convey frozen meals directly from the 
freezer to the electronic range. 


Nuclear News Notes 


General Dynamics Corporation has 
been chosen by the Air Force to design 
a prototype nuclear powered bomber. 
The company’s General Atomic Division 
is studying the feasibility of propelling 
a 1,000 ton vehicle into space by means 
of controlled nuclear explosions, in Pro- 
ject Orion. 

Edison Electric Institute, statistical 
and research center for the electric util: 
ity industry, has published an updated 
edition of its useful brochure, “Nuclear 
Power Program of Electric Power Com 
panies in the United States.” It is priced 


at 25c from the EEI. 





Artist’s conception of proposed 40,000-kilowatt, high-temperature, gas-cooled nuclear pow 
plant to be constructed at Peach Bottom, Pa., by Philadelphia Electric Co. and «a group 
of more than fifty investor-owned utility companies known as High Temperature Reatl! 
Development Associates, Inc. The plant, scheduled for completion by early 1963, will serv’ 
as developmental prototype for a full-scale installation designed to conform to modern-day 
steam conditions in terms of high temperatures and pressures, resulting in high efiicien): 
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jOREIGN OPERATIONS 
(Continued from page 533) 


yere started. New pottery lines intro- 
juced with great success. Development of 
he European Common Market should 
jave a beneficial effect on our European 
jusiness. We are reinvesting substantial 
ums from earnings in those countries to 
increase productive capacity and intro- 
juce new product lines. 


ARCHER-DANIELS-MIDLAND CO. 


Foreign operations, formerly grouped 
wuder the International Division, were 
reorganized. Overseas development, which 
includes licensing of patents and know- 
how to foreign manufacturers on a royal- 
ty basis, is conducted by Archer-Daniels- 
Midland, S.A., a wholly-owned Pana- 
manian subsidiary. Export sales will con- 
tinue under a new International Divi- 
sion. 

Foreign operations made satisfactory 
progress. Sales volume of European 
plants showed steady improvement. The 
Qleochim chemical plant under construc- 
tion in Belgium will start production in 
October. 


ARMCO STEEL CORP. 


Armco International Corp. put into 
operation two new fabricating plants in 
Europe which are joint ventures with 
two widely known European companies. 
A plant for the manufacture of culverts, 
Multi-Plate and roadguard has_ been 
built at Dinslaken, Germany. Operations 
are being conducted jointly by Armco 
and August Thyssen-Huette A.G. The 
second plant, owned by Armco and 
Societa Finanziaria Siderurgica S.p.A., 
is located near Naples. Culverts and 
roadguard are being produced by the 
new venture. 

An addition was completed at the AIC 
plant at Pierrefitte, France, to increase 
capacity for small diameter tubing. A 
new Multi-Plate and roadguard plant at 
Rio de Janeiro, and a new mechanical 
tubing plant at Valencia (Venezuela) 
also started production. 

AIC signed two important technical 
aid agreements with Japanese companies 
last year. Yawata Iron & Steel Co., Ltd., 
contracted for technical assistance in 
the production of oriented electrical steel. 
Kubota Iron & Machinery Works, Ltd., 
entered into an aid agreement on the 
manufacture of spiral welded pipe... 

All foreign subsidiaries are wholly 
owned except two small minority inter- 
ests. Equity in their net assets amounted 
to $32,660,570 . . . Dividends received 
from the foreign subsidiaries in 1958 are 
eluded in revenues for the year; equity 
m their net income was $3,256,693 more 
than the dividends received. 


AMERICAN STEEL FOUNDRIES 


American Steel Foundries Internation- 


al, 2 Venezuelan subsidiary, organized 
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in 1957 to handle all foreign business, 
except Canadian ... Activity abroad in 
constructing new railroads continued to 
increase in 1958, There were increases, 
too, in expenditures foreign countries to 
rehabilitate out-dated railroad properties 
and eauipment .. . Efforts during 1958 
were directed to obtain a larger portion 
of railway specialty business through 
export of U. S. produced components and 
sale of products manufactured overseas. 
Foreign business, other than direct ex- 
ports, conducted through technical aid 
licensing agreements or equity owner- 
ships in Argentina, Australia, Belgium, 
Brazil, Chile, England, Mexico and South 
Africa. 


AMERICAN TOBACCO CO. 


Unit sales of cigarettes manufactured 
by J. Wix & Sons Limited, English sub- 
sidiary, were higher in 1958. 


ARMOUR & CO. 


Food operations of Armour Interna- 
tional were sold to International Packers, 
Ltd., for 885,000 shares of stock . 
Roughly one-third of the equity has been 
placed in trust with The First National 
City Bank of New York, with your Com- 
pany holding the beneficial interest. This 
merger has produced many operating ad- 
vantages, as well as allowing concentra- 
tion of management devoted solely to 
foreign affairs. The Company received 
$221,250 in dividends from International 
Packers during the fiscal year. We con- 
tinue to export a moderate volume of 
domestic food products, and to maintain 
foreign chemical and pharmaceutical 
operations. 


ARMSTRONG CORK CO. 


Subsidiaries had combined earnings of 
$891,000, an increase of 42% over 1957. 
Combined sales were $23,325,000, up 9% 
from 1957... Sales of the British sub- 
sidiary increased, but earnings were 
lower because of competitive pressures 
on prices of some products and start-up 
costs on new operations. Results of the 
Spanish subsidiary were unsatisfactory, 
paralleling difficult economic conditions 
in that country ... Equity in net assets 


of foreign subsidiaries (wholly owned) 
was $7,574,066; . .. dividends actually 
received from foreign subsidiaries for 
1958 amounted to $134,550. 

Growth of foreign market opportuni- 
ties led to the formation of International 
Operations, which will coordinate mar- 
keting and production outside the United 
States. 


ART METAL CONSTRUCTION CO. 


Our experience of the past eighteen 
months in Great Britain — where we 
have plants in London and Wembley 
— indicates that the trend of business 
activity there has closely paralleled that 
of the United States. Sales volume and 
profits abroad declined at substantially 
the same rate as at home. As in the 
case of domestic operations, we are con- 
sidering expansion of our British plants 
and use of even more modern methods. 

In Western Europe some nations have 
enjoyed remarkable economic growth 
since World War II. We are weighing 
the wisdom of entering this European 
Common Market. 


BENDIX AVIATION CO. 


The recession in sales experienced in 
the United States in 1958 was not, gener- 
ally speaking, felt by the Corporation’s 
foreign affiliates and licensees . . . the 
majority of our overseas associates en- 
joyed a year of substantially increased 
sale . . . Foreign royalties received at- 
tained a new peak of $2,066,478. Divi- 
dends received from foreign affiliates 
amounted to $396,845 .. . New records 
of production have been set, our French 
affiliates having experienced increases of 
25% to 35% over the prior year. Our 
Australian affiliate, Bendix-Tecnico, en- 
tered successfully on the production of 
carburetors for the General Motors 
Holden car. Investment in Bendix-Tec- 
nico was increased to approximately 
$240,000 and the first steps were taken 
toward a very substantial investment in 
an automotive brake plant in Brazil... 
production to commence in the Spring of 
1959 . . . Other foreign subsidiary and 
associated companies assets in 1958 were 
$4,072,860; 1957, $3,229,595. 
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Overseas subsidiaries and affiliates: 





Ownership No. of 
Interest Emplees. Type of Product 
ENGLAND 
Elliott-Automation _ 11% 7900 Automation & aviation products 
M.P.J. Gauge & Tool -_.... 60% 155 Gauges, instruments and tools 
FRANCE 
SS, cn | ty 2400 Automotive accessories 
Air Equipment + 445% 1800 Aircraft & missile equipment 
Ducellier — 27% 4200 Automotive electrical equipment 
AUSTRALIA 
Sheffield-Australia _...-..... 97% 90 Gauges, instruments & tools 
Bendix-Tecnico _.................. 49% 260 Aviation & automotive accessories 
BRAZIL 
Bendix do Brasil Equipa- approx. Being 
mentos Para Autoveicu- 40% organ- Automotive parts 
| i Si aS ized 


BLAW-KNOX CORP. 


Blaw Knox Chemical Engineering Co., 
Ltd. was organized in England during 
the latter part of 1958 on a 52-48% 
participation basis. It is anticinated that 
the new organization will be able to take 
better advantage of opportunities in in- 
ternational markets. The field will be 
engineering and construction comparable 
to our domestic Chemical Plants Divi- 
sion, Income from Blaw Knox Ltd., Copes 
Regulator, Ltd., and Compagnie Fran- 
caise Blaw-Knox totaled $259,000 in 1958 
compared with $240,000 in 1957. 


BORDEN CO. 


Expanding international operations by 
establishing plants for processing fresh 
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dairy products in several areas outside 
the country ... In January 1959,. we 
made the first move in the program — 
acquisition of Holanda, S.A., an _ ice 
cream company, as well as Mixturas, 
S.A., an ice cream mix producer, both 
in Mexico City. Other developments will 
follow as sound market opportunities are 
found, and where funds accumulated in 
our existing foreign companies can be 
used. 


To its foreign chemical operations, 
now comprised of 11 manufacturing 
plants plus a number of licensees, the 
Borden Chemical Co. added a new for- 
maldehyde and resin plant in Brazil and 
new formaldehyde facilities in Mexico. 
A new methanol plant — first in Brazil 
— will come on stream in 1959. 


BORG-WARNER CORP. 


Arrangements have been completed to 
establish a manufacturing plant for MJ 
Oil Tools in the Netherlands, known as 
Byron Jackson N, V.... to manufacture 
quality-built oil tools for Free World 
petroleum markets New modern 
American machinery has been shipped 
to Borg-Warner (Australia) Ltd. plant 
near Sydney. Borg & Beck do Brazil, 
in Sao Paulo, Brazil (automobile 
clutches), became a wholly-owned Borg- 
Warner subsidiary in 1958. 


Products of Borg-Warner Limited in 
Letchworth, England, are transmissions, 
overdrives, timing and sprockets, torque 
converters, and clutches. 


Byron Jackson Co., S.A., products: 
centrifugal pumps and oil tool products. 


York Shipley, Limited, London prod- 
ucts: absorbers; absorption systems; air 
conditioners—commercial, residential and 
room air conditioners; air coolers; air 
filters (electrostatic); air heaters; air 
treaters; air washers; brine coolers; 
brine cooling systems, central station air 
handling units, induction and fan coil 
conditioners; condensing units; coils (re- 
frigerant evaporator and _ condenser, 
chilled and hot water, steam) ; dehumidi- 
fiers; domestic furnaces—gas or oil fired 
(heating only or in combination with air 
conditioning); evaporative condensers, 


economizers, air cooled and water <ooled 
condensers; float regulators; gas com. 
pressors (reciprocating, centrifugal) : 
domestic, commercial and industrial heat 
pumps and heat pump systems; heat ex. 
changers; ice makers; (unit) mobile air 
conditioners; oil traps, packaged water 
chillers; refrigerant condensers; gas and 
liquid coolers, refrigerant pumps, purge 
units, receivers, relief valves, traps; re- 
frigeration compressors (hermetically 
sealed, reciprocating rotary, centrifugal 
and automotive); semi-steel refrigerant 


valves; truck refrigeration; unit coolers; | 


water cooling systems. 


BRISTOL-MYERS CO. 


Sales of our International Division in- 3 
creased again, and prospects are good J 
for continuation of the trend ... BMI § 


produces and markets proprietary spe- 


cialties in all foreign countries except § 


Canada; Bristol Laboratories Inc., per- q RESI 


forms the same function for our ethical 
preparations. Probably the year’s most 


important development was the acquisi- | 
tion of a cosmetic company in Frankfurt- | 
am-Main, Germany. Construction of a 


Latte 


eee ats 


modern plant will begin in 1959... Sales § 


continued to show an increase — more 
than 20% over the previous year .. 
In Brazil, a plant capable of manufac- 
turing Tetracycline in quantities suff- 
cient for the Brazilian market was com- 
pleted in 1958. In Peru, by the end of 
the fiscal year, an operation .. . was 
established to carry out distribution and 
manufacturing functions. 


Net assets in subsidiaries outside 
United States and Canada: England 
Lb ae $ 901,362 
Pc, || i — ers 1,263,822 
ee: 3 ee 910,837 
ee ee ee 30,000 
eee 2,500,046 


Latin Amer, & Others 1,281,214 


BRUNSWICK-BALKE-COLLENDER CO. 


Brunswick de Mexico, S.A., not only in- 
creased its sales of bowling and billiard 
equipment but also began manufacture 
of school furniture . . . Acquired a ma- 
jority interest in a plant in Ireland that 
will be devoted to the manufacture of 
bowling lanes, balls and other bowling 
supplies. Pilot installations will intro- 
duce the American sport of bowling to 
the European public. 

Net Investments in Foreign Subsidi- 
aries were $584,000 in 1958; $538,000 in 
1957. 


BURLINGTON INDUSTRIES, INC. 


The 50%-owned hosiery plant in Cape 
Town, South Africa, began operation in 
June 1958 and becomes the eighth opera- 
tion in the international field (in Mex- 
ico, Columbia, also). 


BURROUGHS CORP. 


All subsidiary companies are wiholly- 


TRUSTS AND EstTATES 


pwned 
sdiary 
ountri 
$6,689, 
Net 
)perat 


Cas 
Am 
es 
Inv 
p 
Ex] 


C 
Cu 
( 


\ 
COST 
dep: 


9 OTHE 


TO 


Cor 
337,0( 
land, 
ly in 
bilitic 
stabil 
stren 
restr 
the 7 
prod 
at S 
tion 

M: 
ing 
Stra 
yme 


CAM 


Cc 
at k 
Anti 
195$ 
proc 
Ital 
S.p. 

A 
Eng 
viev 
gre 
turi 
bein 


CA] 


( 
filis 
sho 


od F 


r- § 


owned .. . Net income for 1958 of sub- 
jdiary companies operating in foreign 
ountries other than Canada was 
$6,680,111. 

Net Assets of Subsidiary Companies 
Qperating Outside U.S. and Canada: 


Cash - 





Sales and net income of subsidiaries 
in which the Company owns 50% or 
more of stock are estimated to be $25.9 
million and $1.2 million, respectively, for 





1958 
$ 2,208,964 


1957 
$ 4,023,896 


Amounts receivable from customers and others, less 


estimated doubtful accts. — 
Inventories of purchased materials and finished 


partly finished products 
Expenses paid in advance 


CURRENT ASSETS 


dct Aisdivechenhcintiaidesibeinia 11,709,836 


10,291,359 
and 
25,718,611 22,497,377 


487,008 





$40,175,603 $37,299,640 


Current liabilities, including amounts owing to 


Company and a Canadian subsidiary 


WORKING CAPITAL 


29,803,189 27,213,241 





$10,372,414 $10,086,399 


COST OF LAND, BUILDINGS & EQUIPMENT, less 


depreciation and amortization 
OTHER ASSETS 


TO FUTURE YEARS 


Completion and occupancy of the 


‘ 337,000 square-foot Cumbernauld, Scot- 


land, manufacturing plant in 1958 great- 


¥ ly increased overseas production capa- 
® bilities when the economic and political 


stability of Western Europe was 
strengthened by the easing of monetary 
restraints. Fabrication and assembly of 
the Ten Key adding machine on a mass- 
production basis started during the year 
at Sao Paulo, Brazil, following comple- 
tion of extensive plant modernization. 

Manufacturing also at Burroughs Add- 
ing Machine, Limited, Nottingham and 
Strathleven, England, and Societe Anon- 
yme Burroughs, Pantin, France. 


CAMPBELL SOUP CO. 


Construction of a manufacturing plant 
at King’s Lynn, England, is under way. 
Anticipated completion date, spring of 
1959. During the year a small tomato 
products plant was built in Italy; an 
Italian subsidiary, Campbell’s Soups 
S.p.A., was organized. 

Agricultural research is continuing in 
England and on the Continent with a 
view to developing new sources of in- 
gredients for the Company’s manufac- 
turing plants. Market research is also 
being carried on in foreign markets. 


CARBORUNDUM CO. 


Operations of subsidiaries and af- 

filiates in foreign countries continued to 
show growth (with) those in Europe the 
most important segment .. . During the 
year, investment in foreign companies 
increased $141,000. 
Dividends and fees for technical serv- 
lees provided by the Company received 
from non-consolidated subsidiaries and 
affiliates, less foreign taxes withheld, 
amounted to $1.5 million compared with 
$1.1 million in 1957. 


June 1959 


12,598,140 
335,667 


9,350,212 
313,054 





$23,306,221 $19,749,665 


s RESERVE FOR INCOME TAXES DEFERRED 


336,000 





$22,970,221 $19,749,665 


1958. (In 1957, $25.6 million and $1.7 
million respectively.) The equity in net 
assets of those subsidiaries increased to 
$16 million. 

The importance of operations through- 
out the free world continues to increase 
. . . The Company also has investments 
in foreign companies in which it owns 
less than 50% of the capital stock. Re- 
ports of satisfactory operations for the 
year have been received from Australian 
Abrasives Pty., Ltd., Sydney; Carborun- 
dum Universal Ltd., Madras; and Fabri- 
cacion de Abrasivos S.A., Buenos Aires. 





Financial Data of Non-Consolidated Foreign 
Subsidiaries 

October, 31 
L958 


December 31, 
1957 
Properties and 
other assets _$ 8,877,000 
Bal. applicable 
to Carbordun- 
dum’s invest. - $16,000,000 
Income, less foreign 
withholding taxes 
Dividends $ 
Technical fees 


$ 8,120,000 


$15,812,000 


862,000 $ 
508,000 


693,000 
329,000 


$ 1,022,000 





$ 1,370,000 


CARRIER CORP. 


. . . Subsidiaries and affiliates manu- 
facture air conditioning and refrigera- 
tion equipment in seventeen countries 
overseas. 

International Division: net sales not 
only showed improvement but exceeded 
any previous year in spite of dollar 
shortages and unstable political condi- 
tions in many parts of the world. Earn- 
ings were approximately the same due 
chiefly to price weakness . . . This divi- 
sion expects to do a larger sales volume 
in 1959 ... and more and more manufac- 
turing is being done abroad. 


Packaged products accounted for a 
substantial portion of volume and indi- 
cations are that sale of unitary air con- 
ditioning equipment will continue to ex- 
pand. Larger air conditioning and re- 
frigeration remained the principal ac- 
tivity of this division. 

(In 1959 Carrier International Ltd. 
and Stone-Platt Industries Ltd. jointly 
formed Carlyle Air Conditioning & Re- 
frigeration Ltd. at London and acquired 
Winsor Engineering Works in Glasgow 
which specializes largely in marine 
work.) 


CATERPILLAR TRACTOR CO. 


Sales of foreign-made Caterpillar prod- 
ucts by the three foreign manufacturing 
subsidiaries — located in Great Britain, 
Brazil and Australia — reached a new 
high and tended to alleviate the effects 
of U.S. dollar shortages. 

Expenditures for land, buildings, 
machinery and equipment in 1958 were 
$43,306,792 in the United States and 
$11,261,056 abroad .. . Caterpillar of 
Australia factory in Melbourne now 
building motor graders and undercar- 
riages for crawler tractors. Caterpillar 
Brasil at Sao Paulo began construction 
of a factory to build motor graders, bull- 
dozers and scrapers. Production is 
scheduled to begin in 1960. . . Additional 
parts facilities are operated by subsidi- 
aries in Leicester, England; Melbourne, 
Australia; and Sao Paulo, Brazil. The 
sale of foreign-made parts by these sub- 
sidiaries continues to grow. 

Recent moves by the United Kingdom 
and other European countries in the di- 
rection of freer convertibility of cur- 
rencies should assist customers in ob- 
taining U. S. dollars necessary to pur- 
chase our products manufactured in the 
United States. Sales of foreign-made 
Caterpillar products should be higher 
with increased ability to produce abroad, 
particularly in Glasgow. 


CELANESE CORP. OF AMERICA 


Operations of Celanese Mexicana, 
S.A., though profitable, were adversely 
affected during 1958 by ... a general 
slackening of Mexico’s economy 
Dura-Dukto, a new plastic product for 
use on conduits for electrical wire, water 
lines and irrigation, was introduced. 

Celanese Colombiana, S.A., made a 
profit from 1958 operations and, at the 
beginning of the year, paid its first 
dividend. Profits were hampered by rigid 
price controls .. . Began production of 
solution-dyed acetate yarns, bulked 
yarns for novelty fabrics, Celacloud bat- 
ting fibers for pillows and mattresses, 
and coated fabric for the shirt industry. 

Celanese Venezolana, S.A., increased 
profitability of its operations during the 
second half. 

Celanese Mexicana, S.A., has grown 
from a one-plant, one-product venture 
into a broadly diversified manufacturing 
company operating in textiles, plastics, 
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Village square in Mogi Guaca, near 
Champion Paper’s mill site. 





cellulose and chemicals. It now has six 
manufacturing plants as well as pilot 
plant facilities for market development. 

Celanese has an interest in Com- 
panhia Petroquimica  Brasileira-Cope- 
bras, a Brazilian company which manu- 
factures carbon black ... and also has 
a minority interest in Mitsubishi Acetate 
Co. Ltd.. a Japanese company which 
operates a cellulose acetate yarn and 
fibers vlant. 


CHAMPION PAPER & FIBRE CO. 


In January, 1958, Champion acquired 
an interest in a Brazilian company, Pan- 
americana Textil, S.A., to erect Brazil’s 
first completely integrated bleached kraft 
pulping plant, including a chemical re- 
covery system, and chlorine and caustic 
soda production facilities . Output 
will be sold primarily to the domestic 
Brazilian market, which presently must 
import practically all its pulp require- 








IN DELAWARE 


Bank of Delaware’s wide experience 
in estate settlement and trust admin- 
istration is backed by financial integ- 
rity, prompt, sympathetic attention to 
needs of beneficiaries, and impartial, 
informed group judgment. Our facil- 
ities are efficient, economical, com- 
plete—recognized and used through- 
out the world. Wherever you and 
your customers are, you can depend 
on us... we are always at your serv- 
ice in Delaware. 


BANK of DELAWARE 


Main Office: 901 Market Street 
Wilmington, Delaware 


Wilmington * Newark * Odessa * Smyrna 
Dover * Seaford * West Seaford 


Member: FDIC ¢ Federal Reserve System 
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ments, principally from Scandinavia... 
It is expected that the mill will be ready 
for production in the first half of 1959. 

One of the results of the so-called 
Common program can well be to make 
export sales increasingly difficult into 
areas within such a plan. And as the 
likelihood of this type of plan being ex- 
tended to other geographical regions and 
national communities increases, the ex- 
pansion of paper export sales from the 
United States might become progressive- 
ly more difficult to accomplish on a fi- 
nancially sound basis . . . Developments 
such as these will require continuing 
attention to the prospects of export sales 
in relation to the dsirability of estab- 
lishing further operations abroad. 

Dairypak has enjoyed a_ substantial 
overseas business for its milk cartons, 
chiefly in Europe, Central and some 
parts of South America. 

In 1954 Champion with Cuban part- 
ners developed a subsidiary near Havana 
known as Envases Perga de Cuba, S.A., 
the first Champion converting operation 
outside of the United States. The com- 
pany produces a different type of milk 
carton under license from Jagenberg- 
Werke A.G. of Dusseldorf. 

Today, licensing outside of the United 
States is handled by The Champion 
Paper Company, Ltd., a Swiss subsidiary. 
The Champion machine coating process 
has been established in 14 countries of 
the Free World in Europe, Asia, Africa, 
and the Far East. 


CHICAGO PNEUMATIC TOOL CO. 


Due to continued restriction of im- 
ports by the Indian government, a manu- 
facturing plant was constructed in Bom- 
bay .. . Foreign subsidiaries did not 
show the decline that occurred in domes- 
tic companies .. . The German company, 
“Premag,” completed a successful year 

. . is modernizing its complete line of 
portable power tools and expects an 
extended market throughout Germany 
and Western Europe. Funds are being 
retained in this company for further 
expansion. Management of this subsidi- 
ary is under control of Consolidated 
Pneumatic Tool Co., Ltd., wholly-owned 
British subsidiary. 

.. . Foreign net assets, located princi- 
pally in Great Britain, Canada, Mexico 
and Germany, are included in the con- 
solidated balance sheet at December 31, 
1958 in the amount of $13,938,375 ... 
net income of foreign subsidiaries 
amounted to $2,261,563 for 1958 and 
$2,196,308 for 1957. 


CHRYSLER CORP. 


The Company’s 1958 moves to strength- 
en its world position were built around 
a marketing and manufacturing rela- 
tionship with the largest non-govern- 
ment-owned automotive (cars, trucks, 
tractors, farm implements, etc.) manu- 
facturer in France, the Simca company, 

























in which Chrysler Corp. acquired « 259, 
stock interest. 

A separate overseas company, Chrys. 
ler International S.A. (Cisa), with head. 
quarters in Geneva, acquired an assembly 
plant in Rotterdam and substantial jn. 
terests in companies in Havana, Cuba, be a} 
and Capetown, South Africa, to provide @ exclu 
production capacity for Chrysler and Re 
Simca products. The acquisitions are 
part of a continuing program to get & creat 
Cisa production facilities in areas where share 
there are large market potentials. Ay 

Net assets in countries outside the 
U.S. and Canada (other than invest. @ ° 
ments in associated companies) were © 
$38,600,000 at December 31, 1958, and 
$27,100,000 at December 31, 1957 . 


§0U 
CON 


prov I 


woul 


Net earnings in these countries amounted § woul 
to $2,400,000 in 1958, $1,500,000 in 1957, @ duct 
CLARK EQUIPMENT CO. ducti 
Clark Equipment International, C.A, pa 
overseas subsidiary, had an active year J Vi 
although earnings were down from 1957, = 
Highlights during the year were con- @ 0" 
struction in Brazil for manufacture of @ @tat 
lift trucks, road machinery and driving TI 
components. In Great Britain our manu- @ tion 
facturing affiliate made substantial prog- @ to th 
ress in introduction of construction § tion’ 
machinery models for the commonwealth @ <3} 
market. ase 
The consolidated net income of wholly- Ras 
owned Venezuelan subsidiary $950,466 rat 
in 1958 and $1,435,329 in 1957. : 
Operations abroad assumed a new di- @ "4" 
mension in 1958. Products . . . sold in @ '!V!" 
increasing numbers, and manufacture ment 
of many of these began to take shape in may 
most of the world’s industrial trading @ duct: 
areas. diser 
1958 saw completion of a program to @ , tr; 
make Clark competitive in world mar- @ }.4, 
kets ... now has manufacturing opera- ite 
tions in Australia, Belgium, Brazil, Eng- shi 
land, France, Germany and Japan. In ; 
every country, Clark has acquired a sub- @ Vey 
stantial minority interest in the local 
company licensed to manufacture fork As 
lift trucks or tractor shovels . . . Cor @ Mn 
tinued growth in industrialization abroad J own 
has intensified need for this equipment. quer 
World conditions have become such that @@ sery; 
it is now desirable to serve these needs pres 
from overseas plants. Banl 
that 
long 
beca 
cent 
indi 
of th 
citie 
0 
tran 
ager 
“ muti 
: ar 
Clark Equipment International has “Michi- a 
gan” tractor shovels in full production # 
Camberley, England, plant. man 
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provide that such deductions should 
be applied first against income which is 
excluded from distributable net income. 
Revision of Sections 661 and 662 
would readjust the “tier” system by 
creating an order of priority for taxing 
shares of distributable net income. 
Another amendment would extend the 
separate share rule to estates, eliminat- 
ing the taxation of corpus distributions 
or property distributed in kind to the 
residuary beneficiaries. In addition, it 
would permit a single beneficiary to de- 
duct his share of excess losses and de- 
ductions on the partial termination of a 














trust. 

In the earlier portion of his paper, 
Mr. Smith reviewed the present provi- 
sions governing the income taxation of 
estates and trusts. 

The address was followed by a ques- 
tion period, which included one relating 
to the interpretation of a “legal obliga- 
tion” under State laws where trusts are 
established for the purpose of providing 
a college education for a minor. Others 
involved the responsibility of a fiduciary 
for the payment of estate taxes on 
marital trusts under which the sur- 
viving spouse has a power of appoint- 
ment, and whether a widow’s allowance 
may be taken as part of the marital de- 
duction, Some time was devoted to the 
discussion of the problem of allocating 
a trust’s deductions and credits as illus- 
trated in the text and a review of recent 
tulings pertaining to the taxation of 
trusts and estates. 





























Yew Business & Estate Planning 


As publicly-held corporations increase 
in number and size, there is a growing 
ownership of their securities with conse- 
quent demand for more corporate trust 
services, in the view of O. E. Boulet, vice 
president and trust officer, National 
Bank of Commerce, Houston. It is true 
that New York City and Chicago have 
long enjoyed the bulk of such business 
because of their position as financial 
tenters but statistics cited by Mr. Boulet 
indicate that a market exists in the area 
of the Conference which is being stead- 
ily developed by banks in the larger 


cities, 















Opportunities for acting as alternate 
lransfer agents, registrars, paying 
agents. escrow holders, custodians for 
mutua! funds and many other functions 
are being explored and the availability 
of trained official and office staffs in 
many trust institutions evidences the de- 
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termination of such companies to pro- 
vide these services which become re- 
munerative at inception, compared with 
the uncertain date of personal trust busi- 
ness dependent upon demise. 

Speaking from the experience of 20 
years in the trust department, Noel L. 
Mills, vice president and trust officer of 
Deposit Guaranty Bank & Trust Co., 
Jackson, Miss., talked about the new 
business promotion that had brought his 
department from $1 million to $50 mil- 
lion in account assets. He discussed co- 
operation with the other members of 
the estate planning team and among 
officers of the different departments 
of the bank itself. The importance of the 
services offered, the ability of the people 
who perform those services, and the 
attractiveness and efficiency of the trust 
department quarters were related to trust 
promotion also. He said that his bank 
was very much pleased with the results 
of their discretionary common. trust 
fund for individual accounts and their 
equity and fixed income pooled invest- 
ment funds for pension and profit-shar- 
ing plans. The “family trust,” which 
combines life insurance and a living 
trust, also had proven valuable. 

The time may be at hand for a 
thorough review and drastic revision of 


the laws governing descent and taxation 
of property of an intestate decedent, in 
the opinion of Louis S. Headley, former 
president of the ABA Trust Division 
and now president of the National 
Council of Community Foundations. 
Leading up to this query, Mr. Headley 
raised three questions: (1) should the 
laws of descent continue to extend their 
benefits to persons in remote degrees of 
relationship; (2) should a higher tax 
be imposed upon property passing by 
intestacy than upon that passing by 
will; and (3) should property inherited 
by intestacy by one spouse from an- 
other, or by a collateral heir, descend to 
others than the descendants of the last 
testator ? 

Turning to intelligent use of the will 
making power, Mr. Headley pointed out 
the situations in which a person might 
well devote his estate to the advancement 
of the human race, and then described 
the community foundation as the ideal 
vehicle for the management and disposi- 
tion of charitable funds. 

Following this talk was a panel on 
estate planning, led by A. Key Foster, 
vice president and trust officer of The 
First National Bank of Birmingham. 
The problem solution is reported at 
page 635. 
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THE SOUTH MOVES FORWARD 
ON MANY FRONTS 


The recent Southern Trust Conference in Birming- 


ham, Alabama provided ample evidence that the 
trust institutions of the South are wide awake to 
their opportunities and on their toes to meet a 
need that parallels the tremendous industrial 
development in this area. 


When we can help you or your customers, remem- 
ber you have only to write or call us. 


American National Bank 
And Trust Company 
Chattanooga, Tennessee 


Member Federal Deposit Insurance Corporation 














How do you 
determine 
“fair market value?” 


When one of your corporate clients is negoti- 
ating for a merger, a consolidation, or out- 
right purchase or sale, the value of the busi- 
ness should first be established as a basis for 
arriving at the consideration to be paid. 

If the company is one of the vast majority 
whose securities are not openly traded, even 
a comparative value is not easy to determine. 

Securing an American Appraisal report, 
prepared especially for this purpose, is a 
well-accepted method for establishing fair 
market value. Each report is carefully docu- 
mented with the factual data assembled, the 
valuation of this data, a comparison of the 
company’s securities with openly traded se- 
curities of similar companies, as well as 
marketability and opinion factors. 

We'll gladly send you our booklet No. 502, 
“Valuation of Closely Held Corporate 
Stocks.” 


SINCE 1896...LEADER IN PROPERTY VALUATION 


The AMERICAN 
APPRAISAL 


Company® 
Home Office: Milwaukee 1, Wisconsin 
Offices in 18 Cities Coast-to-Coast 


ARIZONA 
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Service 























Home Office ¢ Phoenix 


— for estates, individuals 
and corporations. Call upon 
us for any services needed 
in Arizona by your clients 
or customers. 


TRUST DEPT. HEADQUARTERS 
PHOENIX, ARIZONA 


VALLEY 


NATIONAL 
BANK 
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WIDE 
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Economic & Investment Appraisal 


Joseph K. Heyman, senior vice presi- 
dent, Trust Company of Georgia, At- 
lanta, told the conferees that, in his 
judgment, the business outlook for the 
short term was clearer than usual and 
pointed toward an upward trend for at 
least a year, 


Consumer non-durables as a group 
will probably provide a “moderate plus 
factor,” while durables, as represented 
by motor cars, seem slated for a sharp 
rise in late 1959 and early 1960. Hous- 
ing starts may not continue to hold their 
sensational pace of the past year but any 
slackening here will most likely be off- 
set by other construction projects. Capi- 
tal outlays form an important sector and 
while the McGraw-Hill survey indicates 
no 1959 rise, Mr. Heyman is optimistic 
that the sharp recovery in corporate 
profits augurs well for larger expendi- 
tures to boost efficiency and lower wages 
and fringe benefit costs. 


The speaker declined to predict spe- 
cifically business trends for 1960-1964 
but, longer term. Mr. Heyman expressed 
confidence in the eventual soundness of 
our expanding economy and estimated 
that sometime around 1965, after a 
probable downturn, the FRB index of 
production would stand approximately 
25% above today’s rate, 


Guerry Snowden, vice president and 
trust officer, South Carolina National 
Bank, Greenville, enumerated seven 
“don’ts” in trustee investment manage- 
ment, beamed particularly at the less 
experienced echelons in this most im- 
portant service area. 


Mr. Snowden mentioned the well- 
meant, but usually poorly-based, recom- 
mendation of investment securities by 
beneficiaries or their families, with the 
assurance that they would absolve the 
trustee from liability for such purchase. 
Also, it is an error to allow tax factors, 
whether gains or losses, to sway invest- 
ment decisions, as is blind following of 
current “fashion” in investment prefer- 
ences. Nor should the convenience of the 
bank or accomodation of a commercial 
customer ever intrude upon the scene. 


It is likewise unsatisfactory for the 
trustee to have to clear investment 
recommendations with an outsider; in 
such cases, he will inevitably be subject 
to criticism with no recognition for 
sound performance. Mr. Snowden like- 
wise warned against routine approach 
to handling rights, rather than consid- 
eration of the situation of each ac- 
count in which received; nor should the 





fetish of round lots (100 shares) pre. 
clude real investment balance. Respong. 
bility for securities received in an ac. 
count is no less the trustee’s than for 
those purchased. Finally, Mr. Snowden 
urged care in reliance upon perhaps jp. 
complete information and ratings. large. 
ly in the municipal bond field. 







Trustees cannot solve the problem of 
today’s “incomprehensible” stock mar. 
ket by boycotting it but must try to de. 
termine what forces have brought it to 
this level and whether they are tempor. 
ary or permanent, according to Charles 
W. Buek, executive vice president of the 
United States Trust Co. of New York. 
The year 1958 answered some important 
questions bearing upon the economy 
which released forces tending to keep 
stock prices chronically high and indi- 
cated yields lower than trustees would § 
like. This throws the burden of greater 
income production upon the fixed in. 
come sector of portfolios which Mr. 
Buek considers preferable to “skimming 
the cream” from top equities which, 
if astutely selected, will continue to 
participate in long-term growth. 























The speaker’s analysis of the year's 
important events included the Demo- 
cratic political landslide, disappearance 
of doubt on the part of industry about 
defense spending outlays, the compara- 
tive mildness of the recession with 
steadiness of personal incomes and man- 
agements’ prompt action to trim ship. 
Mutual funds, as well as pension and 
profit-sharing funds, showed stability as 
net buyers of equities, rather than hav: 
ing to liquidate, also. Capital gains taxes 
and continuing price rises have frozen 
many stockholders more solidly than 
ever, while inflationary factors during 
the recession were not dampened but 
merely held in temporary check. The 
consequence, therefore, is that “we may 
be faced with a chronically high stock 
market for so long a period that we 
shall have to learn to live with it.” 
















Mr. Buek stressed, nevertheless, that 
management, both in industry and it 
vestment, was the paramount consider: 
tion, probably more today than normal 
ly, because of the opportunities afforded 
by scientific breakthroughs which “are 
available only to inventive men and te 
sourceful and imaginative manage 
ments.” He cited the fields of electronic 
atomic energy, drugs, plastics and pett0 
chemicals as still offering opportunily 
and noted that such an unpopular group 
as coal stocks perhaps called for anothe! 
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Y STORY IS FROM 1 TO 50 IN 20. 
‘Vi In 1939 our trust assets were $1- 
nillion. They are now in excess of $50- 
nillion after 20 years of concerted effort 
on the part of all of us. 








We started with a direct mail ap- 
proach to a select list which we devel- 
oped ourselves. This we do still and be- 






Zlieve in it strongly. We are of opinion 





that newspaper, TV, radio are too expen- 
sive, scattering shot too widely. We oc- 
casionally have newspaper ads, such as 
amnouncing the family trust or some 
other timely subject and occasionally 
spot ads on TV and radio, primarily to 
keep our name before the public and 
remind people of the bank’s services. In 
ill advertising, we try to stress that pros- 
pects are under no obligation or cost to 
talk to us about their estate problems. 
Some come by who do not need our ser- 
vices and we tell them why and how they 
an arrange their wills and estates for 
their best interests. This has built a lot 
of goodwill that we could not buy with 
any amount of advertising, as these peo- 
le talk to their friends. 


We have held forums for attorneys, 
accountants, and life underwriters; 
never a women’s finance forum, as we 
lo not believe the results warrant the 
cost. We have secured the best available 
speakers on interesting and informative 
subjects for each group. We believe this 
is more effective, as these listeners can 
inderstand and carry the message and 
information to their clients. We plan a 
frum in June on the Simpson-Keogh 
Self-Employed Individuals’ Retirement 
Act, now pending in Congress, to which 
ve will invite doctors, dentists, lawyers, 
lrmers, and other self-employed. By 
‘ampling we found much interest in this 
‘pportunity to set aside a retirement 
fund taxfree, 






























Commercial Cooperation 





The mortgage loan department, agri- 
ultural and/or petroleum department 
‘an help solve many problems in their 





f From address before Second Southern Trust Con- 
‘erence, May 15, 1959. 
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BUSINESS DEVELOPMENT 


Ways and Means 


NOEL L. MILLS 


Jackson, Mississippi 


respective fields, and at the same time 
refer good trust prospects. We never 
handle oil leases, mineral interests, etc., 
without approval of our petroleum de- 
partment nor handle a farm without ad- 
vice of our agricultural department, to 
make appraisals, supervise cattle sales, 
etc. Of course its time and services are 
figured in with our fee for handling the 
trust. 

Our trust department today has seven 
trust officers and 19 employees; each 
officer has a specific specialty and duty, 
in addition to a overall knowledge of 
the workings of the department. This has 
worked out very nicely. 

Each of our officers, commercial and 
trust, is assigned names of customers 
and prospects to call on. At the officers’ 
meeting on Friday morning, each one is 
expected to turn in a card on the con- 
tacts made during the week. The senior 
vice president in charge of new business 
makes up a list that he thinks will de- 
velop business for the trust department 
as well as for the bank. A trust officer 
may be assigned four small companies 
to solicit their retirement plans, and 
their accounts if they do not do business 
with our bank. On the other hand, the 
commercial officers are encouraged to 
solicit trust business; if interest is 
shown, the prospect is referred to a trust 
officer for an appointment. This program 
has been very effective for both depart- 
ments. If the officer does not make his 
assigned calls, he must have a good rea- 
son for not doing so. At the trust officers’ 
meeting every Monday morning before 
the bank opens we discuss not only new 
business but problems that confront us, 
such as accounting and policies. 

If a trust department is to grow and 
be well accepted in the community, it is 
fundamental that it be staffed with the 
best: trained in the technical aspects of 
their work, receiving reasonable compen- 
sation, having both security and tenure, 
opportunity for advancement, and some 
protection against sickness and old age, 
which come to all of us. 

As accoutning is the heart of trust 
operations, we are always on the lookout 





Vice President and Trust Officer, Deposit Guaranty Bank and Trust Company, 


for better ways and means, I believe that 
our state and federal examiners are the 
best sources for helping improve our 
trust records by pointing out the weak- 
nesses and making constructive recom- 
mendations. 

Our bank established a Grow With Us 
Club; to be an active member an em- 
ployee must secure at least one account 
each month, commercial or trust. Be- 
lieve me, they work hard to retain their 
active membership. Those successful in 
getting a customer to the trust depart- 
ment are given credit and recognition; 
we do not expect them to be trained to 
the point of estate planning, but believe 
every employee should be a salesman. 


Our Professional Friends 


I am firmly convinced that one of the 
primary sources of trust business is 
through attorneys. Each trust officer is 
assigned so many attorneys to call on 
each month, They appreciate these calls 
as we can sit down and discuss our prob- 
lems in their offices and tell how our 
trust department can better serve their 
clients. We impress that it is our policy 
to work closely with the attorney who 
referred the client to us. We are con- 
stantly on the lookout for ways to im- 
prove our relationship with the Bar. Re- 
cently we prepared and delivered to each 
practicing attorney a wills and trusts 
suggested forms manual, as a guide in 
preparing wills and trusts. This has been 
very popular. In addition, attorneys re- 
ceive our monthly mailings on timely tax 
and estate subjects and we give them a 
Lawyers Day Book each Christmas. If 
they do not receive their copies, we get 
letters and telephone calls. ; 

We retain accountants in most in- 
stances to prepare the customers’ final 
income tax returns as well as estate tax 
returns — which is to our advantage as 
well as that of the estate, as they have 
most of the necessary information in 
their files — and are very appreciative 
of our protecting them with their clients. 
The accountant usually has the client’s 
ear and before he will take any step to 
set up a trust or write his will, he wants 
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his accountant’s approval. This is also 
one of the best sources of pension and 
profit-sharing plans. They too are on our 
mailing and gift lists. 

Life underwriters are calling on hun- 
dreds of prospects daily and in many in- 
stances we make appointments to call 
with them to go over estate plans. On 
numerous occasions they have brought 
their clients to the trust department for 
a conference. From this source we have 
received a number of appointments. 

Brokers and investment bankers can 
secure corporate account appointments; 
trusteeships, transfer agencies, munici- 
pal paying agencies, etc. and have been 
a big help in recommending our bank 
for pension and profit-sharing plans. 
Corporate trust services are one of the 
most profitable services the trust depart- 
ment performs, most business men will 
not haggle over fees. Also, your own 
commercial bank officers can be a real 
help in securing this type of business, as 


they understand it better than they do 
the personal trust business. Where you 
have regular bank officers’ meetings, 
your trust officer should be on the pro- 
gram at least once a month to discuss 
trust services as in most cases they have 
the complete confidence of their cus- 
tomers. 


Physical Layout of Trust 
Department 


For a trust department to grow and 
prosper, it should have separate quarters 
and be easily identified from the other 
departments. Stress privacy, as the aver- 
age person objects to discussing his per- 
sonal affairs in public; our trust depart- 
ment is on a separate floor from all other 
departments and each officer has a pri- 
vate office where he can discuss business 
in complete privacy. In doing this we 
completely eliminate all noises such as 
typewriters and bookkeeping machines, 
giving the customer a quiet atmosphere. 





Herman Hines family sets up 





Family Thukt’ 





Setting up the Herman Hines Family Trust are, left to right, Noel L. Mills, 
Vice President and Trust Officer at Deposit Guaranty Rank, Martha Hines, 
Herman Hines, Mrs. Herman Hines, Julie Hines and Linda Hines. 


New Deposit Guaranty Trust Plan is ideal for Jackson's growing families 


Herman Hines, Jackson banker and church and civic leader, 
recently took an important step for his family’s security. He 
placed his financial affairs into a Family Trust at Deposit 
Guaranty Bank. 

Mr. Hines and his family now know that whatever the 
future may bring, their financial resources will be managed in 
the most advantageous way possible—to the complete benefit 
and protection of every member of the family. 


Many other Jackson families will want to consider these 
important advantages of Deposit Guaranty’s Family Trust: 
1. it does not tie up funds 


it covers every family need as it arises 


9 


it reduces administration costs and can have estate tax 
advantages 


oe 


. it is as valuable to the small estate as to the large one. 


Deposit Guaranty’s Family Trust is an all-inclusive trust 
which can be used to whatever extent désired for service and 
protection during the husband's life, for service and ‘protection 
during the widow's life, and for complete discretionary care of 
children as long as it is needed. 


The drafting of the actual Family Trust Agreement and the 
related Wills is handled by your Attorney. Deposit Guaranty’s 
function is to advise you what the trust can do for you and your 
family, and to administer the trust for the greatest good to the 
family members. 


A special invitation is extended to Attorneys, Accountants 
and Life Underwriters who will want to recommend this broad 
family service to their clients and customers. 


Investigate Deposit Guaranty's Family Trust today, There 
is no cost or obligation. 


Newspaper copy used by Deposit Guaranty Bank and Trust Co. of Jackson, cited in address 
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by Mr. Mills (seated left). 





Delivering the Product 


In 1957 we established our “Discre. 
tionary Common Trust Fund A” and 
have been very pleased with results. Our 
only regret is that we did not start jt 
sooner. For any trust department over 
$3-million in assets, I strongly recom. 
mend serious consideration of establish. 
ing such a fund. Once started you will 
learn it is not as complicated as yoy 
thought. 

We set up a separate department to 
promote pension and profit-sharing. hay. 
ing concluded that such trusts offered 
great opportunity for extending needed 
service, and for efficiency, established a 
pooled profit-sharing and savings plan, 
We found this to have great appeal to 
our correspondent banks and to small 
and medium-sized corporations, afford- 
ing investment and administrative ser- 
vices at a very low cost. We now have 
some 150 trusts, either participating or 
having similar plans. We also act as trus. 
tee for a number of our correspondent 
banks whiéh adopted the fully insured 
Mississippi Bankers Association Pension 
Plan. 

We act as trustee for numerous trusts 
of larger corporations having individual 
plans, with several methods of funding. 
To meet the investment needs of individ- 
ual plans, for smaller corporations. we 
found it necessary to establish what 
amounts to common trust funds for 
qualified employee benefit plans; one 
equity and one fixed-income. In building 
up employee trust business we suggest 
as much standardization as possible and 
recommend particularly pooled plans of 
investment that can be adopted by any 
trust. Make it easy and as simple as pos 
sible for corporations to adopt your 
plans, and let them know what you have. 

We believe substantial business will 
be created when and if the Self-En- 
ployed Individuals’ Retirement Act final. 
ly becomes law. Recent surveys show 
that self-employed groups overwhelm: 
ingly favor banks to administer retire: 
ment funds. We must be ready to meet 
this challenge and mandate. 


The Family Trust 


For some time we worked to combine 
a living trust and a life insurance trust 
in one package. In an article by Regit- 
ald C. Short, of the Bank of Virginia." 
he spoke of the ‘family trust.’ With per 
mission, we copied this name and were 
set to inaugurate this device, but dis- 
covered we did not have a_ pour-ovéel 
statute in our state, without which we 
could not safely put the plan into effet 


*Cf. TRUSTS AND ESTATES, May 1959, p. 418. 
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This statute was passed by our legisla- 
wre and becameslaw in May 1958. We 
hen drafted suitable forms and made 
he family trust a part of our wills and 
usts suggested-forms manual, and made 
ublic announcement of this new service 
yhich provided revocability, investment 
eservoir, consolidation of assets, long- 
ange flexibility and distribution. The 
jrst plan put into effect in our trust de- 
jartment was for one of our senior offi- 
ers. We had a family picture made with 
ihe trust officer showing execution of the 
wreement and published it in the local 
sewspaper, showing that we believed in 
uur own merchandise. We have since 
dosed a number of the plans. A brochure 
yrepared for prospects tells what hap- 
yens during the husband’s life, after his 
leath, during the widow’s life and after 
the widow’s death, benefits to the chil- 
Biren, and the economy in settlement 
costs. We believe this is going to be a 
very popular service. 


Another advantage over the old style 
life insurance trust and will is that if the 
customer destroys the will which is tied 
in with the family trust, it is almost im- 
yerative that he advise you. Some may 
be concerned that attorneys may object 
but I firmly believe when they are prop- 
ely informed they will understand it 
will not cost them business but actually 
bring them business — for the simple 
fact that most insurance bypasses the 
administration of one’s estate and there 
would be very few occasions where a 
person would put all of the property into 
a family trust before his death. Even if 
he does, he could very easily establish a 
living trust and do this. 


In addition, we do not neglect the tra- 
ditional phases while building business 
through the other avenues, for the most 
important factor is the realization that 
you are offering a service which does for 
the client that which he cannot do for 
himself, which supplies a real need, cre- 
ates values which could not otherwise be 
treated — all far out of proportion to 
the small fees charged. 


A A A 


Old George is a Scot and an examiner. 
Not long ago, when I called on him in 
Glasgow, the conversation turned to the 
death of one of his cronies. 
“Tm told that Harry left £5000,” I re- 
marked admiringly. 
hat he didn’t!” George said. 
pressed surprise. 
irry left no money,” he went on. 
vas taken from it.” 
‘ontributed to the Reader’s Digest 
by D. M. Donald. 
Reprinted with permission. 
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He 
doesn't 
have 
to 


He’s a Bank of America District Trust Officer—a carefully 
trained expert, seasoned by years of solid career experience. 
There are few questions that he can’t answer. But when one 
does arise, he doesn’t guess. He doesn’t have to. 


For this man is backed by the combined research and 
service facilities of Bank of America. Whatever he needs to 
know—the value of a piece of property at the other end of 
the state, or the future of an investment on the other side 
of the world—he gets the answer fast. 

He’s headquartered at one of Bank of America’s 27 
District Trust Offices located throughout California — only 
minutes away from an appointment made through any Bank 
of America Branch. 


He’s a good man to know. A good man to trust. 


Serving California 





AMERICA 


MEMBER FEDERAL DEPOSIT 
INSURANCE CORPORATION 





Three Phases of Pensions 


Benefits - Competition - Actuarial Status 


HILARY L. SEAL 


Morss, Seal & Bret, New York; Fellow of the Faculty of Actuaries 


HE THREE FACETS OF THE PENSION 
business whose future I would like 
to see revealed are: 


1. The form that benefit schedules 
will take. 

2. The results of the new impetus 
in competition from insured pension 
plans. 

3. The future status of “qualified” 
actuaries in the trust-funded pension 
field. 


Pension Benefit Schedules 


The developments of pension benefits 
during the past few years reveal a chang- 
ing attitude on the part of employers to: 


1. The relation that a man’s total 
retirement income from all sources 
should bear to his pay just prior to 
retirement. 

2. The impact of rises in the cost 
of living on pensions. 

8. The necessity for in-service 
death benefits, preferably of the 
“widows’ pension” type. 


The present level of social security 
benefits appears to take it for granted 
that a “basic” pension benefit should be 
a trifle less than one-third of a man’s pay 
during his last few years of employment. 
Although the “formula” of the Act en- 
visages an eventual “career-average” 
wage basis, the current application of it 
produces a “final pay” pension. In my 
opinion, future legislative amendments 
will perpetuate this situation so that, in- 
flation or not, social security will remain 
a “final pay” plan. 

With this model in plain view, it will 
be increasingly difficult for the employer 
to maintain a “career-average” pension 
formula. No employee nearing retire- 
ment measures his pension against any- 
thing other than his pay at retirement. 
To tell him that his pension takes into 
account his wage rate 40 years earlier is, 
to say the least, waste of breath. Notice, 
too, how neatly union bargainers have 
takén this into account by talking in 
terms of dollars and today’s dollars—in- 
stead of percentages of pay, which 
might be averaged this way and that at 
the bargaining table. The result is that 
the $2.50 a month for each year of ser- 


600 





Because of this address before the 
Second Southern Trust Conference in 
Birmingham on May 14, Dr. Seal’s reg- 
ular “Pension and Profit Sharing Digest” 
is omitted this month. 











vice, now common in the automobile and 
steel industries, brings the single em- 
ployee’s retirement income (including 
social security) up to about 50 per cent 
of 1959 pay after about 30 years of ser- 
vice. 

The realistic employer choosing a pen- 
sion formula will therefore think in 
terms of pay just prior to retirement. 
Whether he will take the further step of 
providing for inflationary changes in the 
cost of living after his employees retire 
is not yet clear. The “final pay” pension 
formula can be justified without refer- 
ence to inflation; to protect the pension- 
er against post-retirement changes in the 
cost of living is to bow to its inevitabil- 
ity and help prevent its cure — as 
emphasized by the economists, Dr. Leo 
Barnes (before the American Pension 
Conference on February 6, 1958) and 
Dr. Marcus Nadler (in Trusts AND Es- 
TATES of March, 1959). 

We suggest, therefore, that the future 
lies with “final pay” pension formulas— 
and the formula changes reported by the 
Bankers Trust of New York in its last 
(1956) study bear this out. But the ques- 
tion, “What percentage of pay?” can- 
not yet be answered. However, several 
trends may be mentioned. 

When the State of New York Depart- 
ment of Labor published its 1957 review 
of the larger pension plans in the state, 
it showed that after 30 years of “future” 
service the $4,200-a-year employee would 
receive a pension of 51 per cent of pay 
including 31 per cent from “primary” 
social security. On the other hand, the 
$6,000-a-year employee would receive 
only 42 per cent, of which 22 per cent 
would be on account of social security. 
In other words, in 1957 the larger com- 
panies had still not recognized that the 
needs of the more highly paid employee 
after retirement were proportionately 


just as great as those of the employee 
whose wages were fully covered by social 
security. 

Perhaps the “old-fashioned” idea of 
personal savings by the higher paid 
(more highly taxed!) employee had not 
yet lost its adherents. More probably, the 
explanation lies in the slow realization 
by employers of the amount they pay for 
social security on the part of their pay- 
rolls subject to social security taxes 
(41% per cent in 1969 and thereafter). 
If the employer is prepared to grant a 
20 per cent pension after 35 years of ser- 
vice independently of social security. a 
strong case can be made for his extend- 
ing the social security tax rate of 414 
per cent to salaries above $4,800 by pay- 
ing it into a private trust fund. This 
would mean that the 30-year private pen- 
sion formula would become: (a) 20 per 
cent of “final pay” at all levels, plus (b) 
20 per cent of pay not taxed for social 
security purposes, 

In general, then, we think the idea of 
a 50 per cent pension to all employees 
after 30-40 years of service is gaining 
ground. Whether this 50 per cent will 
ever become two-thirds — as it is in 
some banks — is a moot point. However, 
we have noticed a strong tendency for 
companies to improve the pensions of the 
higher paid employees. The demand for 
executive and technical ability is ever in- 
creasing, and management must compete 
with good pensions as well as good sal- 
aries and (taxable) bonuses if it is to 
retain its qualified staff. 


The younger executive is likely to be 
less interested in a pension than he is in 
death-benefit coverage for his family. 
This explains the pressure for increased 
group life benefits, which are now sup- 
posed to average about 18 months’ pay. 
Nevertheless, many employers are dis- 
satisfied with a benefit that makes no at- 
tempt to fill the actual needs of the var- 
ious categories of employees; and a slow 
but widespread move towards “widows 
pensions” has been reported. 

At the recent Philadelphia meeting of 
the Society of Actuaries, the Bankers 
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Life of lowa and the Crown Life of Tor- 
otto both described new group-life 
yidows’-pension contracts that had been 
developed to meet these demands. Pri- 
vate widows’- and orphans’-pension plans 
actually antedated private pension plans; 
ad there is no difference of principle 
involved. Trustees would be well advised 
t0 keep this development in mind, re- 
membering that some employers see no 
reason to cover their female employees 
vith group-life insurance for two years’ 
pay just to achieve that same objective 
for their married males. 

As to the supposed great expense of 
yidows’ pensions, a widely used actuar- 
ial rule-of-thumb states that to add a 
me-half pension for widows of employ- 
es dying in service and for those dying 
iter retirement increases “straight” 


& pension costs by one-third. Furthermore, 


lt us note that the Government Actuary 
has estimated that the widows’ and 
orphans’ benefits under social security 
add 30 per cent to the cost of the “pri- 
mary” benefit. 


Competition from Insured 
Pension Plans 


It has become clear that trust-funded 
pension plans have won the second 
round of the fight between them and in- 
ured plans. It will be remembered that 
ihe first round went to the insurance 
companies in the 1930’s and 40’s. This 
was partly because of early discrimina- 
tion by the tax laws against trust-funded 
jlans, and partly because of lack of ex- 
perience by corporate trustees in this 
held. 

But now the insurance companies ad- 
mit that they are losing many of their 
isting plans and are finding it harder 
0 convince employers of the advantages 
if the insured approach. The two frank- 


7st admissions on these lines are the 
} ohn Hancock’s booklet, “Pension Plans 


gvith Special 


Funding” (November 
1957), and the Equitable’s statement be- 
lore the New York State Joint Legisla- 
ive Committee on Insurance Rates and 


{Xegulations when it sought fiduciary 


powers last January.* 

The insurance companies’ main com- 
jlaint is that, because they are unable 
l) invest in equities, they have missed 
he enormous capital appreciation that 
tas benefited trust-funded pension plans 
hat have invested in this medium. Al- 
hough corporate trustees generally have 
teen slow to invest at all widely in equi- 
lies, nevertheless, most pension funds 


—. 


*Re; 
Trust; 
tempt 
Note. } 


rted in some detail in my column in 
AND EstTaTEs, Feb. 1959. [A similar at- 
has just succeeded in Connecticut.—Ed. 
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now show a margin of “capital gains” in 
spite of “losses” on bonds purchased be- 
fore recent increases in interest rates. 
It is, of course, obvious that if the cost 
of living is to continue its 3 per cent 
annual rise, a pension fund invested 50 
per cent in equities is likely to enjoy a 
114 per cent “capital gain” every year 
that cannot be matched by insured pen- 
sion plans. Since a 114 per cent improve- 
ment in yield—if it is continued—means 
an eventual saving of 30 per cent in 
costs, it is easy to understand why the 
insurance companies are looking for 
ways out of their competitive disadvan- 
tage. 

It will be remembered that three of 
the major life insurance companies have 
chosen rather different ways of achiev- 
ing equity investment opportunities for 
their pension clients. The Prudential has 
for some years advocated an optional 
equity annuity** approach for all its 
policyholders who already have annuity 
coverage. Although it was recently de- 
cided that the company would then be- 
come subject to S.E.C. regulations as an 
investment corporation, it is understood 
that the Prudential still intends to ob- 
tain authority from the New Jersey leg- 
islature to sell equity annuities. The 
John Hancock, on the other hand, has 
asked the Massachusetts legislature for 
authority to segregate its pension assets 
and invest them much as a corporate 
trustee invests its pooled pension trust 
fund. The employee could then be given 
a conventional pension on retirement; 
or, if his plan called for it, he could be 
given a variable annuity depending on 
the market value of the pooled fund. Al- 
though each employer would be credited 
with his own mortality experience so 
long as he continued to contribute, the 
insurance company would offer the ter- 
minating employer a conventional group 
annuity contract at previously agreed 
premium rates. 

Finally, there is the Equitable’s plea 
for fiduciary powers in connection with 
the accumulation of contributions under 
pension plans. In this case, the fund 
would be used to purchase conventional 
annuities at age 65 which would then be 
treated as ordinary “group annuities.” 

It is difficult to forecast which, if any, 
of these approaches will succeed, and to 
what extent they would be accepted by 
the public. However, the removal of 
“equity investment” from the list of ad- 
vantages offered by trust-funded pension 
plans would undoubtedly strengthen the 
competitive position of life insurance 


**Namely, an annuity each instalment of which 
varies in proportion to the value of the equity 
fund from which it is payable. 


companies in this field. Lest it be thought 
that competition with the life insurance 
companies would then become a losing 
battle, I will state the “cost” advantages 
that will still be maintained by trust- 
funded plans. 

The actual net yields of trust-funded 
plans we service seem to be about %4 
per cent to 34 per cent ahead of the cor- 
responding net yields of insurance com- 
panies without taking account of capital 
gains of equities. The investment ex- 
penses of life insurance companies ( aver- 
aging, I understand, about 14 per cent 
of the assets annually) are debited 
against interest income, and these com- 
panies are subject to an income tax of 
7.8 per cent of net investment income. 
Corporate trustees charge an average in- 
vestment fee of about 4/10 per cent on 
funds of $100,000 and 3/10 per cent on 
funds of $1-million.* The result is an 
expense saving on the investment man- 
agement of trust-funded pension plans 
which has been enhanced by the higher 
investment yields of their more broadly 
invested portfolios. 

It may be thought that the advantage 
of the higher net yields of trust-funded 
plans would disappear if the insurance 


*See my column in Trusts AND ESTATES, Nov. 
1958. 
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companies could also invest in equities. 
I question this because of the immense 
size of the insurance companies’ invest- 
ment dealings. Only the very largest is- 
sues would be of interest to them, and 
trustees would acquire a new technique 
of spotting profitable investments in 
smaller industrial issues. This has been 
the experience of trustees in England, 
where many life insurance companies 
invest 20 per cent or more of their assets 
in equities. Friends in consulting prac- 
tice there tell me that they have little 
trouble convincing prospective clients of 
the investment and other advantages of 
trust-funded pension plans. 

Now what about “other” administra- 
tive expenses? Once the trustee’s invest- 
ment fee has been paid, its only charge 
is for “pension checks.” But the employ- 
er still has an actuary’s fee to pay, and 
I have seen claims that these two 
amounts surpass the administrative 
charges of the life insurance company. ** 
Of course. either of these aggregate 
charges is relatively negligible once the 
“fund” has grown to equal about 20 
years’ annual contribution. For if such 
charges then amount to | per cent of the 
annual contribution rate, they are still 
only 1/20 per cent of the fund — and 
“unexpected” capital gains could wipe 
this out overnight. However, for the rec- 
ord, I have found that our fees on cases 
“switching” from insured to trust-fund 
financing have been only one-third to 
one-half the corresponding insurance 
company charge where the latter was de- 
terminable. Pension-check charges could 
scarcely have changed this relationship. 

My final word on “costs” relates to 
insurance company guaranties. Some 
employers prefer an insured pension 
plan because of the guaranties they re- 
ceive from the insurance company. This 


**The opinion that the employer’s own work is 
greater under trust-funded plans than it is under 
insured plans is too wide of the mark to need dis- 
cussion here. 


is perfectly reasonable so long as they 
realize that they must pay for these 
guaranties. The price may be low; but 
if it is actually zero, then it is the only 
commodity generally available that is 
“free.” 


The Qualified Actuary 


A fact that has disturbed me in my 
professional work is the way in which 
clients take their actuarial estimates for 
granted. If a consultant is able to give 
good advice on the benefit structure and 
administrative procedures of a trust- 
funded pension plan, he is automatically 
assumed to be capable of giving a proper 
estimate of its cost. Unfortunately, this 
is far from being the truth. 

A realistic estimate of the liabilities of 
an employer for a pension plan involves 
far more than the cumulative multiplica- 
tion of “past service pension accruals” 
by factors found in published life insur- 
ance tables. Yet this is what far too 
many “consultants” do to prepare an 
actuarial valuation. 

In the first place, such tables are based 
on mortality and interest assumptions 
only. Yet it must be obvious that future 
salary increments and severances among 
nonvested employees are going to affect 
cost estimates very severely. So too are 
disability assumptions if — as is now 
usual — disability pensions are granted 
(after age 50) without “actuarial reduc- 
tion.” The layman occasionally asks me 
what “mortality table” I use with my 3 
per cent interest assumption. He would 
be surprised to learn that the use of a 
modern or, even, “projected” mortality 
table without a salary-increment assump- 
tion (in a “final pay” plan) would pro- 
duce costs very similar to those based on 
a seventeenth century mortality table and 
a “bankers” salary scale. 

But there is an even more serious de- 
fect in many “actuarial” computations 
for trust-funded pension plans. This is 
the calculation of a past service liability 
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based on pension accruals to date. and 
leaving out of account the fact that most 
companies are “immature” in the pen- 
sion sense. The result is that too large a 
portion of the aggregate liability for 
past and future-service pensions is debit. 
ed against the future, and the company 
will see its annually estimated “current” 
pension costs become an ever larger per. 
centage of its payroll. 


The only way to avoid this is to have 
a “proper” actuarial valuation of the 
whole of the company’s (past and future. 
service) pension liabilities for the em- 
ployees on its payroll at the inception of 
the plan. From this figure — which, for 
psychological reasons, may be withheld 
from the client — a level annual percen- 
tage of future payrolls may be calcu- 
lated. This percentage should, if proper- 
ly computed, remain nearly constant for 
as long as the plan remains unchanged. 
Successive annual valuations made as the 
future unrolls and employees sever, die, 
retire, obtain raises, etc., in accordance, 
or not, with the actuary’s forecasts, will 
reveal whether his initial “permanent” 
payroll percentage remains approximate- 
ly constant.* 


It is this type of estimate that only the 
really competent, professionally qualified 
actuary can provide. Employers who are 
fobbed off with anything but a real fore- 
cast of the future costs of their plans 
are not getting actuarial service at all — 
whether or not the Treasury accepts the 
(frequently too low) cost estimates for 
tax purposes. 


Last October, Henry F. Rood delivered ! 


his presidential address to the Society 


of Actuaries on the desirability of steps | 


to obtain legal recognition of actuaries. 
With so many successful pension consul- 
tants in business who have qualified 
themselves by experience, as it were, 


without passing any formal examina- | 


tions, it is going to be a difficult job to 


decide who is to receive the accolade | 
“qualified.” Another difficulty will be to | 
know what to do about firms whose prin- | 


cipals are unable to qualify but who em- 
ploy very junior qualified actuaries who 


may be expected to have little to say in | 


the firms’ policies. But we look forward 


to any improvement in the present “free- | 
for-all” situation where any one can call § 
himself an actuary and make cost esti- 


mates for pension plans. 


*We must distinguish this “fixed percentage” 
from what the employer may contribute and tax- 
deduct in any plan year. The “maximum” tax de 
duction will obviously be much _ higher under @ 
“proper” actuarial valuation, and the ‘‘minimum 
may not be too much above that produced by the 
“defective” method. 


= 8.28 
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TRANSFORMING POWER OF A WILL 


Reappraisal of Inheritance Principles and Community Funds 


LOUIS S. HEADLEY 


President, National Council of Community Foundations; 
Former President, Trust Division, American Bankers Association 


OCIETY HAS PROVIDED TWO MUTUALLY 
~ exclusive ways for the transfer of 
property to the living from the dead. 
Under one, successive title is vested by 
custom or recognized law in predeter- 
mined or designated persons; under the 
other, it passes, within limits, in ways 
prescribed by its lifetime owner. The 
will, when it appeared, in all probability 
represented a protest against the rigid 
rules of the former. The social impor- 
tance of laws of descent cannot be 
measured apart from the right to will; 
when the latter is abridged or denied, 
the accomplishment of probable desire 
by statute is important; when the power 
to will is full, the assumed but un- 
expressed desires of the citizen are less 
compelling. Having granted the power 
to will, society need be less sedulous in 
guessing the wishes of those who are un- 
concerned about its exercise. 

The origin of our laws of descent, and 
the reasons commonly advanced for 
their perpetuation, lead me to ask three 
specific questions, and then a fourth one 
of general import. They are exploratory 
rather than rhetorical in nature, and are 
intended more to start discussion than to 
suggest definitive answers to them. 


Three Questions 


My first question is: should our laws 
of descent and distribution continue to 
extend their benefits to persons in re- 
mote degrees of blood relationship, or 
should they limit their transfers to those 
telated by marriage or close sanguinity 
to the intestate, and create an escheat in 
their absence? If the latter course were 
followed, a husband or wife, lineal de- 
scendents, parents, and perhaps minor 
siblings might continue to take as now, 
but not other ascendents or collateral 
telatives. The natural objects of a per- 
son's affection, and those normally de- 
pendent upon him, would thus be pro- 
tected regardless of his intestacy; and 
it would still be open to him to provide 
for others by will. If the question is to 





Condensed from address before Southern Trust 
Conf; rence, May 15. The Council is at 345 E. 
46th St., New York. Mr. Headley is from St. Paul. 
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be answered on the basis of social 
values, in which way are the greatest 
benefits most likely to be found? 

My second question: Should a distinc- 
tion be made in tax rates upon the trans- 
fer of property passing by will and that 
passing by statutory descent? So far as 
I know, the question is a novel one; and 
I offer no categorical answer. The differ- 
ence between the two methods of trans- 
mission may provide reasons for a dif- 
ference in rates. Higher taxation of the 
transfer, or even complete confiscation, 
of the property of an intestate involves 
no curtailment of the individual. He is 
free to dispose of his assets by will. Fail- 
ing so to do, the question becomes one 
of the greatest social good. Is it better 
that, in more remote relationships, the 
property of one who fails to dispose of 
it by will should go in larger part to the 
many or to the few? 

An obvious objection to either course 
is the penalty which it would impose 
upon the heirs of the negligent and the 
incompetent. The law might apply the 
higher rates in cases of intestacy only to 
inheritances beyond the immediate fam- 
ily, and to the estates of those who are 
legally competent to will. 

My third question is: should property 
inherited through intestacy by one 
spouse from another, or by a collateral 
heir, descend a second time to others 
than the descendants of the last testator ; 
or in their absence should it escheat to 
the state? If second intestate succession 
were thus limited, a spouse or collateral 
heir would still have the full enjoyment 
of the inheritance for life and a power 
of disposition upon death, but its 
promiscuous descent to his or her heirs 
at law would be forestalled. 


Revision of Laws Necessary? 


My last question is a generalization 
of the first three. Has the time come 
when the laws governing the descent and 
taxation of the property of an intestate 
decedent should be drastically revised? 
The rules under which we operate reflect 
ways of life and conceptions of property 


which have long since disappeared. It 
may well be that with the vast extension 
of the will-making power to virtually all 
persons and types of property, and with 
the diminution or complete disappear- 
ance of the ancient reasons for un- 
limited descent in the bloodline, the 
right of inheritance should be more 
closely limited. There is a growing sense 
of the social nature of wealth which has 
little reflection in its descent by the rule 
of blood. Wealth grows out of the com- 
munity of mankind and has its obliga- 
tions to the society which shared in its 
production. Those obligations might be 
better met if intestate property were 
more heavily taxed or completely con- 
fiscated at nearer degrees than now. The 
power to will would preserve to the 
individual a way to provide for distant 
relatives and others as his sentiment and 
judgment might dictate, but the indis- 
criminate descent in the bloodline would 
be reduced. 

One effect of more limited inheritance 
would be to stimulate thought as to the 
wise disposition of property: more 
people would be inclined to make wills. 
In the very process of planning, they 
would be confronted with the possibili- 
ties before them, They would provide 
better for their families. It is likely, too, 
that more would recognize their social 
opportunities and obligations. 


Will Power 


My title, “The Transforming Power 
of a Will,” was suggested by an observa- 
tion of the late Sir Henry Maine, that 
the will “is the institution which, next 
to the contract, has exercised the great- 
est influence in transforming human so- 
ciety.” The sanctity which attaches to a 
will rests upon the conception of the 
individual as the unit of supreme. and 
ultimate value in our social structure. 
The right to will is a recognition of 
personality at a high level; it must be 
preserved, without erosion, as a moral 
principle. 

How the will has operated to trans- 
form human society is everywhere ap- 
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parent. Within the family, it has soft- 
ened the inequalities of fate and circum- 
stance. it has provided care in ways 
and amounts most needed, it has con- 
tributed to family solidarity, it has 
dignified the individual and given mean- 
ing to his labor by perpetuating his 
personality and judgment in the uses 
to be made of his property. Beyond the 
immediate family, it has avoided waste 
by substituting the directed uses of 
wealth in social ways for its indiscrim- 
inate dissipation among heirs at law. It 
has aided in the accumulation of capital 
dedicated to the progressive welfare of 
mankind. It is the wise disposition of 
property rather than chance inheritance 
by law that has advanced the world. 


How does the free and intelligent in- 
dividual go about his task? For many 
people the first, and perhaps the only 
practicable. objective is provision for 
the immediate family. But a person may 
never have married, and have no family 
or relatives for whom he feels a financial 
responsibility. Or he may have a spouse 
but no children, and his responsibility 
may be limited to the life of the husband 
or wife. He may recognize the possibil- 
ity of contingencies, such as the death 
of issue during the lifetime of a wife 
for whom a trust has been established, 
which will require other dispositions 
than those first intended. The testator’s 
wife and children may already have 
ample wealth of their own. 


Planning a will for a person in any 
of these circumstances presents new op- 
portunities, Freed of family obligations, 
a person thus situated can look to other 
uses. Ordinarily, he will still think in 
terms of people, in wider groups; his 
feeling will turn to the enduring rather 
than the transient. In their expression, 
he comes, almost inevitably, upon life’s 
highest objective, the advancement of 
the human race. 


Having arrived at charity as a worthy 
and attractive end in his planning, a 
thoughtful testator is still confronted 
with the problem of means. Two con- 
siderations present themselves for the 
administration of a perpetual charity. 
One concerns the management of the 
endowment and the other its continued 
employment in useful ways. The func- 
tions require different talents. If funds 
are to be preserved and made produc- 
tive, they must have the intelligent and 
constant attention of people who are 
skilled in investment management. If the 
fruits of their investments are to be of 
social value, they must be wisely em- 
ployed by those skilled in the compli- 
cated problems of charity. A donor, if 
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he is wise, will not unduly restrict the 
agency of his choice, either in the in- 
vestment of his funds or in the uses to 
which they may be put; both are sub- 
ject to change, and both should have the 
benefit of the contemporary judgment of 
experts in their respective fields. 


Foundation Approach 


I confine the balance of this discus- 
sion to these private foundations so 
greatly on the increase, which are either 
broad or defined in their purposes, and 
are perpetual. Ordinarily, the manage- 
ment and use of funds of these founda- 
tions are combined in self-perpetuating 
trustees or boards of directors. The 
methods to be employed are for them to 
decide. If the charity is large, it can en- 
list the attention of men of character 
and capacity; and they in turn can em- 
ploy competent executives in necessary 
fields. For the management of funds, 
they can retain independent experts or 
operate investment offices of their own. 
In making grants, they can establish 
research facilities to provide them with 
information upon which to act. Ordin- 
arily, the scope of their powers enables 
them to mold their programs io the 
changing needs of the times. Recogniz- 
ing these difficulties, but realizing also 
the tremendous power for social welfare 
in the combined giving of many people, 
Frederick Goff of Cleveland in 1914 
conceived the idea of a “community” 
foundation or trust. The plan has been 
adopted, with minor variations, in near- 
ly 150 communities throughout this 
country and Canada. 

The plan adopted was designed to 
meet the two main difficulties confront- 
ing a person wanting to make a per- 
petual gift. How could a_ prospective 
donor know that his funds would be 
preserved and well managed through in- 
determinate time; and how could he be 
sure that they would always be put to 
the best uses in a changing world? The 
answers were found in a division of 
functions. To assure preservation and 
professional management of capital 
funds, it was provided that all gifts to 
the community foundation should be 
held in trust by authorized corporate 
trustees. These had perpetual existence, 
ample facilities, long experience, and 
financial responsibility, and were sub- 
ject to public inspection. 

To insure current usefulness of every 
gift, the plan provided for contemporary 
judgment through a continuing distribu- 
tion board of the foundation. Its mem- 
bers were to be appointed by the holders 
of certain representative offices within 
the community. The appointees were to 


be persons notably familiar with com. 
munity needs. This body was charged 
with the responsibility of directing avail. 
able funds to community uses which jn 
their judgment were of immediate im. 
portance, and of diverting income 
from designated funds into currently 
useful channels if the indicated need had 


disappeared or was no longer important, | 


Under the plan, large gifts are sep. 
arately administered in the name of the 
donor or his nominee by a corporate 
trustee of his own choice. Distributions 
from it are made in its name to the 
agency or in the area designated by the 
settlor; or if the use is undesignated, 
then as the current needs of the conm- 
munity require; if a designated agency 
or area of need disappears, funds de. 


voted to it may be diverted into other | 


useful channels. The individuality of 
each such foundation or fund is pre. 
served, but with management and super- 
vision of use provided. Small gifts are 
combined in a general fund with like 
attention. 


The community foundation has come | 
to serve another function of growing | 


importance. There should be 
agency within every community whose 
function it is to hold before its citizens 


the possibilities for civic and social im- | 
provement which lie before them. With 


changing attitudes toward descent to 
heirs at law, it is a public service to 
them as well as to the community to 
point out the opportunities for great 


accomplishments — the expanded uses | 


for money through life annuities rather 
than outright gifts where appropriate, 
and with remainders for charity; the 
enlarged power which is theirs through 
tax exemptions; the facilities which are 
now at hand through a communily 
foundation for the administration of 
gifts in any amount for the perpetual 
and living usefulness of the society of 
which they have been a part. No agency 
within the community is in a better posi- 
tion to present the possibilities than 4 
community foundation. It is identified 
with no single organization; in source 
of funds, in operation, and in beneficial 
use, it belongs to the community. 


In 1955 Professor George G. Bogert 
wrote in the American Bar Association 
Journal that the community trust “gual- 
antees to the donor a very high degree 
of achievement of his normal ends. 
“Here,” for the lawyer, he said, “are 
abundant opportunities for the spreat- 
ing of information about the community 
trust, its machinery, and its valuable 
attributes.” The same might well be said 
for the trustmen of America. 
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NDER USUAL PROCEDURES, THE 
J chairman or president of a state 
Trust Division, soon after his election, 
hould appoint a Trust Practices Com- 
nittee and its chairman. The committee 
thairman will then.outline to his com- 
nittee the scope and functions of their 
work, setting a date for the first meeting. 







@ lhe objectives stated by the chairman or 





provided by custom, by-laws or other 








1. Consideration of changes to be 
recommended in practice, procedures 
or other matters pertaining to the 
welfare of trust business in the state. 

2. A study of corporate, personal 
trust, and probate fees, resulting in 
the issuance from time to time of a 
study of charges. This is a study only 
and in no way a proposal for adop- 
tion by city or statewide organiza- 
tions. 


3. A study of accounting and ad- 
ministrative practices of trust depart- 
ments, with appropriate recommenda- 
tions to the Trust Division. 


4. A study of problems in relations 
with beneficiaries, co-fiduciaries, bank- 
ing departments, life underwriters, 
supervisory authorities, personnel de- 
velopment, and acceptance of new 
business, and practices in the solution 
of these and related problems. 


5. A study of trends in the trust 
field. 

























The membership will usually consist 
if a representative from each of the 
arger banks doing trust business in the 
‘ate, probably limited to about 7. Of 
ourse, this will depend on the number 
ifbanks and the geography of the state. 

The committee will probably meet 
bus to five times a year, usually in each 
i the cities represented, in rotation. 
leetings might be arranged, for exam- 
lle, on Fridays, the day before a foot- 
lall p2me, a golf tournament, or a Trust 
livision meeting. 

While a great deal can be done by 
‘pondence, it has been proved that 
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The Yee of a 
Trust Practices Committee 
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more can be accomplished if, as definite 
assignments are given, there will be regu- 
lar meetings for check-up and discussion 
of progress, in order that each member 
will be familiar with the work being 
done and therefore able to pass on the 
work as a whole in rendering a final re- 
port. 


Procedures at Meetings 


At the first meeting, the chairman will 
ask for suggestions for studies to be un- 
dertaken and give members particular 
assignments, two or three members be- 
ing assigned to each subject. The fol- 
lowing studies, for example, were re- 
cently undertaken in Alabama: 


1. Retention and destruction of 
old records 

2. Practices and procedure in 
handling the payment of bonds and 
coupons as paying agent 

3. Fees and charges for executors 
and administrators, and trustees un- 
der testamentary and living trusts 

4. Study of corporate trust fees 

5. Safekeeping, custody, and man- 


agement agency accounts — differen- 
tiation and definition of duties and 
charges 


6. Improving and changing forms 
of bonds and coupons to facilitate 
handling by paying agents, trustees, 
banks, insurance companies, and other 
large investors 

7. Transmitting and insuring se- 
curities by registered, insured, and 
certified mail — practice and proce- 
dures. 


The chairman will appoint a new 
member-secretary for each meeting, to 
spread the work load. The minutes 
should be presented to the chairman in 
written form and kept for future refer- 
ence. After the first meeting, which will 
consist of discussion and assignments of 
topics, the chairman will ask for a re- 
port on each assigned subject. Commit- 
teemen will present written reports of 
progress and will call for assistance as 
needed from the other members. Agree- 
ment will be sought on which of the 
points to include in the final report. 

While it has been the usual practice 
for a committee to serve for one year 
only, I would recommend that the Trust 








Practices Committee be appointed for a 
two-year period, or for one year with 
the tacit understanding that they will ac- 
tually serve two years. It usually takes 
about this time to complete the studies 
and finalize a report to accomplish defin- 
itive purposes. 


Typical Activities 
1. Old Records 


Our study of retention and destruc- 
tion of old records was undertaken by 
Calvin A. Stetson, formerly assistant 
trust officer of First National Bank, 
Birmingham. This is still a problem to 
many institutions. Some of us are by 
nature opposed to destroying records. 
This type of thinking resulted in my 
own institution in the storage of old 
records in the basement, in the loft our 
18-story building, and in a warehouse 
two blocks away, which were hot in 
summer, cold in winter, and musty — 
and it was a great task to find old rec- 
ords. We now have ‘storage space in a 
modern basement in the adjoining mo- 
tor bank, easily accessible to the Trust 
Department. 


The Trust Division of the American 
Bankers Association was of considerable 
assistance. Most information received, 
however, reflected some form of trust 
record preservation resulting in a com- 
plicated schedule of keeping and de- 
stroying records, which in turn requires 
direct and close supervision by an ex- 
perienced trust officer. It was our idea to 
find a simplified solution. The study in- 
dicated that a minimum of 50% of trust 
department storage is occupied by cor- 
respondence, costing in metropolitan 
centers from $3 to $6 per square foot 
annually. The answer seems to be micro- 
filming, which guarantees reduction of 
storage space by about 225 to 1. 


To make microfilming effective as a 
space saver, the originals, which have 
been copied and checked back against 
the film, must then be destroyed. This 
immediately raises the question of. ad- 
missibility of photostated, photographed, 
or microphotographed evidence in the 
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courts of the state, which fortunately 
have been hurdled in Alabama by stat- 
utes (Ala. Code of 1940 (as supplement- 
ed) Title 7 Sec. 415 (1) ). It appears 
that favorable legislation concerning 
microfilming and admissibility of such 
reproduced records has been enacted in 
Alabama, Florida, Georgia, Louisiana, 
Mississippi, North Carolina, and Ten- 
nessee. Adoption of a program of the 
microfilming and destruction of old rec- 
ords should, of course, be checked by 
bank’s legal counsel with the local laws 
as well as the laws of the United States 
and the regulations with respect to na- 
tional banks exercising trust powers. 

The objection that microfilming would 
require separating the important letters, 
documents, etc., from those that are not 
so essential, and therefore the time and 
supervision of an experienced trust of- 
ficer, is overcome by the suggested 
method whereby every item in the file is 
microfilmed, after all clips, staples, and 
pins have been removed, and the proper 
alphabetical or numerical order is set 
up for filming. Personnel for operations 
involving the microfilming of all present 
old records can be obtained by the mi- 
crofilming equipment and supply organi- 
zations. 


A good method of indexing and filing 


of microfilm records is provided by the 
use of film jackets instead of using a film 
roll, since it appears that splicing rolls 
is not satisfactory. It has been found 
also that, as the files will be added to 
from time to time, the jacket system may 
be superior. This system, as I under- 
stand it, consists of a method whereby 
the portion of film covering a particular 
account is identified and filed in a jacket 
relating to that account, which may be 
added to from time to time, and viewed 
as an account, without the necessity of 
finding a particular point on a roll in- 
cluding many accounts. While this meth- 
od permits only 7,000 images on a 200 
ft. roll instead of 22,000 and requires 
an additional viewer at the cost of ap- 
proximately $75, a consideration of the 
jacket method is highly recommended. 
The enlargement and reproduction is 
all-important in the event that it is nec- 
essary to reconstruct records in form to 
be used for report, evidence, etc. We 
understand that both Recordak and 
Remington Rand provide this service. It 
would be necessary that the film be mail- 
ed to a central office. However, each has 
developed a rapid facsimile kit for use 
within the bank, which sells for about 
$35 and permits the making of perma- 
nent prints, although the companies state 
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that they prefer to make the prints at 
their own central offices to insure top 
quality. For those banks situated in cities 
where there is a central office, of course, 
this is no difficulty. 


Most banks already have the equip. 
ment for use in the commercial depart- 
ment. Should a bank not wish to ayail 
itself of rental facilities, it would cost 
approximately $1,940 for a microfilmer 
and $350 for a viewer. The film is avail- 
able for $7.60 per roll, and it is esti. 
mated the cost of filming old records 
for the average of 16,000 units contain. 
ed in the four-drawer file, using an auto. 
matic feed, would be about $12.80. Such 
filming would free for other purposes | 
cabinets costing on the average about | 
$110 each. For enlargements, compa- | 
nies charge approximately 3 to 5 cents | 
per print, depending on size. Rental ser- 
vices are available at $450 for a micro- § 
filmer for a 6-month period. However, a 
trust department should consult with the 
commercial department of the bank to | 
find out how present equipment could be : 
used by the trust department. 


2. Bonds and Coupons 


The study concerning payment of ji 
bonds and coupons was made by James J 
H. Faulkner, formerly assistant trust of- 
ficer of Birmingham Trust National | 
Bank. While the study resulted in no} 
recommendations, it was shown in the J 
final report that great improvement | 
might be made in the statements ren-| 
dered for coupon-paying agencies, which | 
should be brief and simple, showing } 
only the amount on hand at the begin- 
ning of the period, the date and amounts 
deposited, total items paid during the j 
period, and the balance at the end off 
the period. Many banks are making de- J 
tailed records of numbers of coupons § 
paid, dates of maturities, etc., which, by J 
experience, has been found unnecessary | 
and perhaps not the usual practice. § 
In one city it was suggested that the j 
banking department should undertake } 
having a paying teller pay coupons when | 
presented, in cash or by credit, clearing | 
through the trust department only one | 
time a day. 


Boyt 


Reece 


The study concerning forms of bonds 
and coupons, undertaken by Robert H.| 
Woodrow, Jr., vice president and trust 
officer, First National Bank, Birming- 
ham, developed considerable _ interest. 
This subject merits attention through- 
out the whole Trust Division of the 
American Bankers Association, as Well 
as among insurance companies and other 
large holders of bonds. The study. based 
on correspondence with banks, bond at 
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jrneys, and security dealers, developed 
the need for bonds, both coupon and 
registered, to be made available in 
larger denominations. As aid in a solu- 
ion to the problem of using less space 
and fewer operations in the clipping of 
soupons, vault entries, bookkeeping en- 
ries, and related paper work, instead of 
the usual $1,000 prices, bonds should 
be available in $5,000, $10,000, $25,- 
(00. and $100,000, denominations; and 
there should be provisions under more 
bond issues for registered securities in 
ill denominations, as to both principal 
and interest, with interest payable to 
holders by mailing of checks. 


Greater use of fully registered bonds 
both as to principal and interest, to be 
taken in the name of the trustee or its 
nominee, would reduce vault occupancy 
space, substitute collection of interest 
by check or vault entry, clipping, ship- 
ping, and insuring maturing coupons. 
On the paying end, the issuance and 
mailing of checks under modern machine 
methods and payment of checks in the 
usual course of business are far simpler 
than the coupon method. The committee 
believes that the objection that register- 
ed bonds are not as freely negotiable as 
bearer bonds is far outweighed by the 
advantages of the simplification of the 
payment of interest by check, since most 
corporate trustees use nominee registra- 
tion, providing ready transferability. By 
analogy, consider the large holdings and 
everyday transactions in corporate 
stocks having almost the same features 
as fully registered bonds. 


The study also uncovered a _ very 
strong expression for improvement in 
the printing of bonds with respect to 
boldface type for certain portions of the 
bonds and coupons, and having bonds 
issued in somewhat uniform manner 
with the bonds and coupons printed on 
a single form, the bond form being on 
one side and the coupons being on the 
other, rather than having the coupons 
superimposed over the bond form. As a 
result of the recommendations from this 
committee, one of the printers of the 
state who prints most of the bonds for 
governmental issues made a change in 
his bond forms so that lighter paper and 
a larger print will be used on the ma- 
lurity part of the bonds and coupons. In 
this work, Mr. Woodrow checked with 
Joseph T. Keckeisen, vice president and 
secretary, First National Bank, Chica- 
g0, who spoke on the subject at the Mid- 
Continent Trust Conference in Novem- 
ber 1957, It was Mr. Keckeisen’s thought 
that these suggestions were quite worth- 
while but required intensive work and 
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study and amounted to a long range 
program. It is our suggestion that the 
Trust Division of the American Bankers 
Association conduct a joint endeavor 
along these lines for promoting the use 
of larger denominations, fully registered 
bonds, and changes in printing of bonds. 


3. Fees and Charges 


A thorough study was made of the 
fees and charges of executors and ad- 
ministrators under statutory provisions, 
in this and other states; also charges for 
trustees of testamentary living trusts. As 
a result of this comprehensive study, it 
was decided that no recommendations 
would be made concerning statutory 
fees, but that the report would indicate 
the need for slight revisions for fees 
charged for testamentary, living and 
employee trusts. 

The study of corporate trust fees re- 
vealed a need for revision of existing 
schedules, and these were included in 
the committee study presented to the 
Trust Division at its annual meeting on 
October 16, 1958, including schedules 
relating to all trustee and other fiduciary 
services. 


1. Other Committee Activities 


In another project, Colin Campbell, 


trust officer of First National Bank, 
Montgomery, undertook a study of the 
the difference in duties under safekeep- 
ing, custodian account, and management 
agencies leading to definitions, classifica- 
tion of duties, and recommended charges 
for the separate functions. 


An example of what a committee 
sometimes undertakes but cannot finish, 
is the subject of practices and proced- 
ures in the transmitting and insuring 
and insurance of securities by registered 
mail, insured mail, and certified mail. 
This was assigned to your speaker. Con- 
siderable study was done, with findings 
that there was a wide disparity of ideas 
and methods of procedure as well as of 
insurance coverage. The insurance com- 
panies also did not have a clear defini- 
tion and uniformity of recommendations 
as to handling operations requiring in- 
surance. As a result, the work of this 
study was passed on to the succeeding 
committee. 


Finally, it is recommended that the 
Trust Practices Committee have the re- 
sults of its-activities printed and pre- 
sented to the Trust Division, at a meet- 
ing incident to the completion of its 
term of duty. 
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now extended its trust services to Jamaica, Trinidad and Tobago, and 
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* management services for holding companies, 
pension funds and financial corporations. 
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INTERNAL Trust Aupit CONTROL 


W. R. PISTOLE 


Trust Officer and Assistant Secretary, Wachovia Bank and Trust Company, 


GOOD AUDIT PROGRAM IS A MAN- 
A agement tool for the protection of 
personnel (our most valuable asset) and 
as an aid to improved service and better 
operating methods and results.[t may 
be compared with preventative mainten- 
ance for machinery since one of its 
primary purposes is to take the neces- 
sary steps to enable the trust department 
to correct or eliminate errors and re- 
duce to a minimum the opportunity for 
situations which might lead to embar- 
rassment or loss. 


There are three broad objectives in 
trust department auditing: 


1. Determine that accounting work 
of the department is being done ac- 
curately and in accordance with 
generally accepted policies and prac- 
tices, 

2. Maintain effective dual control 
of assets for which the trust depart- 
ment is accountable. 

3. Control the department’s fees 
and expenses, 


The foregoing objectives, if fully at- 
tained, will minimize liabilities, improve 
services rendered, assure collection of 
income, prove expense payments, and 
discourage dishonest manipulation. 


All banks receive periodic examina- 
tions by supervisory authorities. Usu- 
ally, however, these are intentionally 
just examinations and not audits. There- 
fore, to attain the broad objectives 
mentioned above, no bank should rely 
solely on these or even an annual audit 
by its own auditing staff or qualified 
outside accountants. Depending on the 
size of the department, one or more per- 
sons outside the trust department should 
be responsible for maintaining a con- 
tinuous audit of trust activity. As a 
minimum, such a continuous audit 
should include: 


I. Dual Control of Assets in 
Trust Vault 


It is fundamental that trust personnel 
should not be allowed access to the trust 
vault without the presence of a mem- 


From address before Second ‘Southern Trust 
Conference, May 14, 1959. 
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Winston-Salem, North Carolina 


ber of the audit or banking department 
staff. Deposits and withdrawals should 
be made only after properly authorized 
accounting tickets have been prepared. 
The use of prenumbered multicopy tic- 
kets produces at one writing the account- 
ing copy, audit copy, vault copy, and 
any other copies required by a particu- 
lar accounting system. As transactions 
are completed, the tickets should be 
initialed by audit and trust personnel. 
The auditor should retain his copy 
for each ticket and see that all numbers 
are accounted for. He may trace all such 
entries to the appropriate trust account 
ledgers. The necessity for effective con- 
trol in this area cannot be overempha- 
sized. Each asset placed in or removed 
from the vault should be carefully ex- 
amined to be certain that descriptions, 
amounts, certificate numbers, or other 
identifying data correspond to informa- 
tion contained on entry or withdrawal 
tickets. 


II. Verification of Trust Income 
Receipts 


There are several ways to audit the 
income of trust accounts, but some 
monthly check is most desirable. Some 
form of dividend information service 
could be passed on to the auditor for use 
in determining that all dividends have 
been received and properly credited. For 
closely held stocks, ticklers could be set 
up to be checked on or about usual pay- 
ment dates. 


The auditor should also check rental 
payments. Leases, particularly those 
with percentage clauses, should be ex- 
amined periodically. Improved real 
property shown as vacant by the trust 
department’s or a rental agent’s records 
might be checked occasionally to be cer- 
tain that it is in fact vacant. 


An auditor should be present when 
coupons are cut and verified against an 
advance list. Both cutting and verifica- 
tion can be speeded up if coupon bonds 
are filed by coupon maturities. Any dif- 
ference between the advance list and 
coupons actually cut is immediately ap- 
parent and should be reconciled at that 


point. Securities for a given account 
may be filed in several locations in the 
vault, but the advantages far offset this 
inconvenience. 


The auditors should verify in some 
manner interest computations on notes 
and mortgages. Occasionally on annual 
audits, direct verification of note bal- 
ances might well be made. 


As for miscellaneous payments such 
as veterans’ awards, payments under in- 
surance contracts, and others which do 
not fall into one of the categories al- 
ready mentioned, the auditor should 
establish a system to verify their re- 
ceipt. 

The methods used to audit income re- 
ceipts will vary and to some extent will 
be controlled by the trust department's 
accounting system. It might take the 
form of ticklers; examination of security 
ledgers and trust daily journals: an- 
alysis of trust accountings; or, if the 
system is on punched cards, a periodic 
audit run of income items. Most likely, 
a combination of methods will be neces- 
sary. 


III. Control of Assets Received 
and Delivered 


The auditor should be advised of all 
opened and closed accounts. As to new 
accounts, he should check necessary tax 
records to determine that all assets have 
been controlled . . . receipts, appraisals, 
inventories, and instruments creating ac- 
counts. Assets should be controlled 
promptly on the trust department's 
books upon actual or constructive re- 
ceipt. As to accounts which are closed 
or partially terminated the auditor 
should satisfy himself that proper 1 
ceipts and releases have been obtained. 

In this same area, a continuous audit 
of purchases and sales is desirable. A 
trust department generally is prohibited 
from buying or selling property of any 
type on behalf of a fiduciary account to 
or from itself, an affiliate, or subsidiary: 
or to or from a director, officer, or em 
ployee of the institution. Purchases and 
sales between fiduciary accounts ordit- 
arily are undesirable though they al 
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permitted under certain circumstances 
in some states. Holdings of the bank’s 
own stock in fiduciary accounts should 
ie carefully checked to see that the trust 
jepartment has ample protection for 
uch investments. Keeping these prin- 
iples in mind, the auditor should re- 
jew transactions relating to the sale, 
purchase, or exchange of assets and 
ve that all necessary entries have been 
made. 


IV. Verification of Commission 


Charges 


The auditor should have some system 
fr verifying the trust department’s in- 
wme, Trust statements and accountings 
wormally should be spread throughout 
the year; for example, each account 
night have a statement rendered on its 
amiversary. The auditor could use 
wopies in conjunction with other records, 
) determine that commissions have 


been taken at the proper times, in the 


wrrect amounts. and were credited to 
the bank’s income account. On the op- 


# posite side of the coin, the trust depart- 


ment’s expenses generally should be 
charged direct to the bank and audited 
ilong with other expenses of the bank. 


V. Reconcilement of Trust 
Department Cash 


Generally, the trust department car- 
fies an account with its own banking 
iepartment and in many respects is 
teated just like any other customer, It 
is desirable, however, for this account 
) be reconciled on at least a monthly 
lasis by someone outside the trust de- 
partment. One method which has proven 
\ery satisfactory works as follows: 


A. Use a check with two copies. 
The original dispatched to the payee, 
the duplicate used in posting the trust 
department books. 

B. The triplicates of checks drawn 
during any given day are delivered to 
the banking department together with 
a debit against the trust department’s 
bank account for the total of all 
checks drawn. A credit for a like 
amount is made to the bank’s official 
check account. 

C. The banking department copies 
will serve in lieu of a check register 
and should be put in an outstanding 
check file in check number order. As 
the checks themselves are presented 
for payment, they are paid from the 
cificial check account, and the corre- 
sponding copies are transferred to a 
paid file. The paid checks are then 
Sent on to the trust department on a 
caily basis. 

’.. Reconcilement of outstanding 
checks can be made by the banking 
department at any time simply by 
running a tape on the copies of checks 
Which aré in the current file. Recon- 
cilement of the trust department’s ac- 
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count in the bookkeeping department 
to the trust general ledger can be 
made by a simple comparison of bal- 
ances since there would never be any 
outstanding unpaid checks to be 
charged against the trust depart- 
ment’s account. Any difference can 
be traced quickly, and daily balances 
on the trust general ledger ordinarily 
should agree with daily balances on 
the bookkeeping department’s ledger. 


There are countless pitfalls which may 
trap an unwary trust department; and it 
is the auditor’s job, so far as he is able, 
to warn of approaching danger. Here 
are a few basic things which should al- 
ways command his attention: 


I. Overnight Box. At least month- 
ly, any uncontrolled items or assets 
which have been in such a location 
for more than a purely temporary 
length of time should be called to 
the attention of proper persons so 
that necessary action may be taken. 


J. Individual control of complete 
transactions. The operating proce- 
dures of the trust department should 
be set up so that no one person has 
complete control of any given trans- 
action from its inception to comple- 
tion. Failure to take this precaution 
invites errors and trouble. 

K. Vacations. Every bank employee 
should be required to take at least 
six consecutive days of vacation each 


A. Uninvested cash balances of 
consequence with relation to the size 
of an account. 

B. Accounts invested wholly in 
one or a limited number of assets. 

C. Prolonged delay in the settle- 
ment of an estate. 

D. Non-income-producing assets. 

E. Assets which produce income 
irregularly. The auditor should estab- 
lish a procedure to verify receipt of 
proper amounts at the proper times. 

F. Overdrafts. The auditor should 
be certain that amounts are not in 
violation of applicable instruments, 
statutes, or regulations. They should 
be covered by the bank’s own funds. 
Special attention should be given any 
account which repeatedly appears on 
such lists. 

G. Non-preparation of statements 
or accountings. The auditor should 
have some system for checking on the 
preparation of these statements. 

H. Missing numbered forms. Con- 
secutive numbering of checks should 
be a universal practice among trust 
departments. Certain other forms gen- 
erally used by the department should 
be similarly numbered. 


year, 


The continuous audit practices here 
suggested are not a substitute for a 
comprehensive surprise audit conducted 
at least annually by competent person- 
nel. The two, however, work hand in 
hand. An efficient continuous audit will 
greatly facilitate and speed the tasks 
which should be accomplished at the an- 
nual audit. It will also point up the areas 
which should receive special attention 
and make it easier for auditors to de- 
vote a little-extra time to non-routine 
matters on their annual visits. Trust de- 
partments customarily accept more re- 
sponsibility and are exposed to greater 
risks for the amount of income received 
than by any other department of a bank. 
Each time we make a decision involv- 
ing a trust account, we are betting a 
part of the bank’s surplus and capital 
that we are right. For these and other 
obvious reasons, no trust department 
can afford to have a nonexistent or in- 
effectual audit program. 
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HE 1956 SURVEY OF THE ATLANTA 

Federal Reserve District covering 
24 banks indicates that 6.8% of total 
trust fees were derived from corporate 
trusts, and 6.3% from corporate agen- 
cies. In 1957 the percentages were 5.4% 
from corporate trusts and 7.7% from 
corporate agencies. Corporate trust ac- 
tivity produced 13.1% of total trust 
department earnings in each of those 
years. 

The 1957 survey of the Federal Re- 
serve Bank of Dallas indicated that 
18% of total earnings were from cor- 
porate business, and that approximately 
one-fourth of that amount was from 
corporate trusts, with the other three- 
fourths from corporate agencies. In the 
seven largest trust departments in the 
Eleventh District (measured by total 
fees collected), corporate business was 
more profitable than other trust busi- 
ness, since the cost of servicing it was 
only 65.9% of income. 

By total number of corporate accounts 
of all kinds, the territory of the South- 
ern Trust Conference compares favor- 
ably with the rest of the country. At 
December 31, 1957, of a total of 45,699 
corporate accounts of all kinds being 
administered in the United States by 
national banks, 13,372 were in this 13- 
state area; however, the Federal Re- 
serve surveys indicate that the average 
size of a bond issue was only $1,153,600 
as compared with a national average of 
$2,493,900. 

In our bank the largest single trust 
activity is transfer of corporate stock. 
In the transfer agent directory in the 
CCH Stock Transfer Guide, 1 found 
listings of 46 southern banks acting as 
transfer agent on a total of 375 stock 
issues, and on 132 of these there were 
co-transfer agents in other cities. The 
greatest development seems to have been 
in Dallas and Houston, with the business 
fairly well distributed among several 
larger trust departments. Now every 
trust department in Houston has one 


From address before Second Southern Trust Con- 
ference, Birmingham, Ala., May 14, 1959. 
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or more officers specializing in trust 
services for corporations. In some de- 
partments, gross fees from this business 
have begun to approach or even surpass 
those produced by personal trust activi 
ties. 


Many Services Available 


The list of services performed for cor- 
porations by one or more Houston de- 
partments embraces the following: 


1. Trustee and paying agent under 
indentures securing bond issues, de- 
bentures, mortgage notes, etc. 

2. Trustee of thrift or savings 
plans, which, while considered by the 
Internal Revenue Service to be profit- 
sharing plans, are really quite differ- 
ent from anything else in the trust 
department. 

3. Transfer agent for corporate 
stock (including stock ledgers, mail- 
ings, proxy jobs, etc.). 

4. Registrar for corporate stock 
and bonds. 

5. Dividend disbursing agent. 

6. Subscription agent for security 
offerings. 

7. Exchange agent for security of- 
ferings. 

8. Tabulation of proxies for stock- 
holders’ meetings and acting as judges 
of election. 

9. Paying agent for municipal cor- 
porations, 

10. A complete service (with ex- 
ception of sales and portfolio manage- 
ment) to mutual funds. 

11. A complete fiscal service to 
country and other clubs. 

12. Bookkeeping and administra- 
tive service to labor union welfare 
plans. 

13. Bookkeeping service to family 
corporations. 

14. Bid depository for contractors’ 
associations, 


One obvious advantage of this busi- 
ness over acting as executor and trustee 
under a will is that a new piece of cor- 
porate business becomes an active ac- 
count, producing a fee immediately. 
Such business almost inevitably pro- 
duces collateral business for the bank. 
A satisfied corporate customer is likely 
to be a better deposit and borrowing 
customer, and individual officers and 
employees of the corporate trust cus- 


tomer often become customers of the 
bank and its personal trust department, 

Trust departments which conduct a 
stock transfer business are in effect in 
competition with the banks in New 
York, the financial capital of the coun- 
try, with certain factors obviously to 


the disadvantage of the outside bank. | 
To compete successfully with New York | 


banks, it is necessary that our service 


be comparable and our fees competitive. | 


Close Contact an Asset 


We have seen one after another of | 
the corporations whose stock we trans- | 
fer reach the stage where they listed | 
the stock on the New York Stock Ex- § 


change. While this has resulted in a | 


much larger proportion of the stock be- 
ing transferred by the New York agent J 


and a smaller proportion by us, it has | 


not meant that we lost the business. In 
such cases, because of location of the 
company secretary and management in 


our city, available by local telephone | 
and for frequent personal visits, the | 
logical arrangement is for the New | 
York transfer agent (and any transfer | 


agents in other cities) merely to trans- 


fer certificates presented to them, and | 


forward their transfer reports to us by 
air-mail. Consolidated stock ledgers are | 


maintained by us; and we are in posi- 
tion to handle disbursement of divi- 


dends, mailings of reports, proxies, and | 
other communications to stockholders, | 
and give a prompt answer by local tele- | 
phone to the many questions that can | 
be asked by such corporations. We are | 
enabled to know sooner about plans for | 


future financing and to assist in its 
planning where we are affected. 

On the other hand, the registrar on 
such an issue is in no such enviable 
position. It, like the transfer agent, is 
paid on a piecework basis, and sees 
only the small percentage of total trans- 
fers made locally; unless there is a stock 
dividend or a subscription offer to ex 
isting stockholders, its fee is likelv to 
remain rather nominal in proportion t0 
that which the transfer agent is able to 
earn. 
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Many widely held stock issues are 
yansferable interchangeably by several 
yansfer agents, particularly where listed 
on more than one exchange. These mul- 
tiple agencies exist for convenience of 
jealers active in the stock, convenience 
of the stockholders, differences in state 
yansfer taxes, and convenience of the 
wrporation itself. We hope more cor- 
porations will follow this practice. 

While the Exchange requires a New 
York transfer agent, there is no re- 
quirement that the transfer books be 
naintained there. It is our position that 
the local bank is the proper place for 
the transfer books, dividend disbursing, 
and other mailings to stockholders. 


Bonds Offer Opportunity 


On widely distributed issues of bonds, 
wen though of our own state, county, 
tity, or school district, much of the dis- 
iribution is in the East, and a great 
majority of maturing bonds and cou- 
pons are presented for payment there. 
On almost any large issue, there is a 
New York paying agent as well as a 
local one, with the New York agent 
paying most maturities. In too many 
cases, while the local bank gets the 
benefit of the deposit business before 
bonds or coupons are presented for pay- 
ment, it is also required by the obligor 
to account for all maturities paid both 
locally and in New York or Chicago, 
with the New York bank getting most 
of the fee, and the local bank, while 
having to rehandle the items paid in 
New York, receiving only a pittance. 
The result of New York dominance in 
his field is that we are left with only 
mall local issues, on which the fee is 
comparatively small, to handle alone, 
and that the more profitable larger is- 
ues are so handled that we are more 
likely to lose money than to make it. 


In recent years there has been a 
tndency for some states and _ state 
agencies to invite competitive sealed 
bids for paying agencies on larger is- 
ues. The pattern has been for the larger 
Texas and New York banks to be in- 
vited to bid, with each Texas bank 
taming its New York co-paying agent, 
and each New York bank naming a 
Texas co-paying agent. The bids on these 
issues have become ridiculously low — 
kss than our cost of handling — so 
that the only saving feature to us has 
been use of the money for the 10 or 
15 days on deposit before each ma- 
lurity date. 


On one such recent issue where we 
were low bidder and both a New York 
ind a Chicago co-paying agent were 
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involved, we were able to work out an 
arrangement under which the funds are 
all deposited in our bank, and each of 
the co-paying agents charges our ac- 
count with them for bonds and coupons 
paid. The Chicago and Houston agents 
ship their canceled bonds and coupons 
monthly to the New York agent, who 
cremates all of them and prepares cre- 
mation certificates required by the 
obligor. Each agent retains the entire 
fee for items paid. Under this arrange- 
ment, while we do not earn much fee, 
handling costs are reduced to a mini- 
mum, and our bank does derive some 
benefit for the use of the funds until 
such time as the bonds and coupons are 
actually presented for payment. 

New York banks have long had such 
a near monoply as trustees under inden- 
tures securing issues of bonds and de- 
bentures, that it is very difficult for the 
southern corporate trust department to 
move it, since many borrowings under 
mortgage bond issues are secured by 
supplement to an existing indenture. 
The chance of the southern bank getting 
the appointment under a new debenture 
issue is not quite as difficult, particu- 
larly if the debentures are convertible, 
and the southern bank is already trans- 
fer agent for the stock into which the 
debentures are convertible. 


Private Placements, Too 


One type of corporate trustesship, 
however, is wide open to the southern 
department. 

Private placement of bonds, particu- 
larly smaller and essentially local en- 


terprises, has become far more prevalent 
in recent years. Financing of an office 
building, expansion of a local telephone 
company, or a small private utility com- 
pany in the fringe areas outside the cor- 
porate limits of growing cities, instead 
of taking the form of a note to an 
insurance company, which the insurance 
company would service and police it- 
self, very often is in the form of one 
or more fully registered bonds, secured 
by an indenture appointing a bank in 
the area as trustee. Much of this type 
business is available for the bank that 
lets the insurance companies and the 
investment bankers originating such 
placements know that it is capable and 
willing to act under such appointments. 

In an operation the size of ours, a 
serious problem is that one account 
can constitute a large percentage of 
total volume. If operations are geared 
to what is considered normal volume, 
as they necessarily must be, an unusual 
job on that one account, such as offer- 
ing through underwriters a new issue 
of stock, payment of a stock dividend, 
or a subscription offer to existing stock- 
holders, can cause serious operating 
problems. In trying to solve such prob- 
lems we have mechanized stock transfer 
operations to the maximum practicable, 
particularly on unusual jobs, and have 
tried to maintain maximum mobility of 
operating personnel. We try to keep in 
touch with former employees who like 
to have temporary employment, have 
taught our staff to expect to do over- 
time work occasionally, and have called 
for temporary help from agencies. 
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COMPLETE TRUST SERVICES FOR IOWA 


We invite you to use the complete facilities of our experienced 
trust department to fulfill your fiduciary needs in Iowa. 


OWA-DES MOINES 
NATIONAL BANK 


Member Federal Deposit Insurance Corporation 
“IOWA’S LARGEST BANK” 


Des Moines, Iowa « Founded 1868 
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Employee Savings Plans 


In the last ten years, particularly in 
the oil and gas industry, there has been 
a spectacular growth in thrift or savings 
plans for employees. While most are 
qualified under the Internal Revenue 
Code as profit-sharing plans, usually 
they are not true profit-sharing plans 
since the employer’s contribution is 
based not upon the employer’s profit 
but on the employee’s base pay. 


The most popular pattern is that an 
employee meeting entrance require- 
ments is permitted to have a percentage 
of his pay deducted to go into the plan, 
matched usually on a 50% basis by the 
employer. Within specified limits, he is 
permitted to designate the securities to 
be bought in his account, and such pur- 
chases are made on a continuing basis 
until he changes his allocation as per- 
mitted by the plan. The result, in ef- 
fect, is a separate trust for each partici- 
pant. 


Usually a committee appointed by the 
employer has general supervision of the 
plan, is authorized to direct the trustee’s 
actions, and has contact with the par- 
ticipants, In some cases, the trustee dele- 
gates to the committee authority and 
responsibility for keeping the records of 
the participants’ accounts, so that the 
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trustee simply holds title to and posses- 
sion of the assets, receives funds, pur- 
chases, sells, and distributes securities 
as instructed by the committee. In other 
cases, the trustee maintains all indi- 
vidual records, determines securities to 
be purchased or sold based on authori- 
zations of the participants as approved 
by the committee, determines what a 
severing participant is entitled to receive 
as well as the tax consequences of the 
withdrwal. Usually there are certain 
withdrawal rights available to the par- 
ticipant without termination of employ- 
ment. 


Since the tax consequences of with- 
drawals from the plan are different, 
dependent on whether or not employ- 
ment is terminated, and are affected by 
distribution of securities of the em- 
ployer corporation, and this treatment in 
turn is different dependent on whether 
such securities were purchased with the 
participant’s own contributions or those 
of the employer, some rather compli- 
cated accounting problems are presented 
if the trustee is to avoid making a time- 
consuming analysis of the individual 
account for a period of years each time 
such a distribution is to be made. We 
have found this type of account to be 
our best application of punched card 
accounting. 


Mutual Funds Expanding 


There are signs that a little business 
for mutual funds is beginning to trickle 
into the south. There are now eight (out 
of more than 140) such funds based 
in the south; and of course each of them 
engages a bank to act as custodian of 
its securities, transfer stock, disburse 
dividends, and perform other functions. 
In addition to having custody of securi- 
ties and maintaining stockholders ac- 
counts, the bank prepares confirmations 
on purchases and sales by brokers, cal- 
culates and pays directly to brokers 
commissions, receives directly from the 
investor payments on “accumulation 
plans,” and confirms investment to the 
investor. The bank also handles rein- 
vestment in additional shares of divi- 
dends of those investors who so elect; 
pays cash dividends to those who elect 
that option; and, of course, prepares 
information returns on all dividends for 
the Internal Revenue Service. It is pre- 
paring to set up record-keeping for this 
fund on punched card equipment. 


For the one fund which we are han- 
dling, our bank is custodian of assets, 
maintains individual investor accounts 
and the fund general ledger, confirms 
all investments directly to the investor, 


makes a daily calculation of asset valye 
per share, transfers stock, dishurses 
dividends, handles automatic reinvest. 
ment of dividends, mails reminders of 
monthly payments due, mails periodic 
reports and proxy material io stock. 
holders. There are few functions of the 
fund not performed under this arrange. 
ment, except for actual selling, portfolio 
management, and calculation of commis. 
sions due the individual salesmen. 


Ability to Perform Important 


In securing corporate appointments 
it is natural that a bank with a good 
corporate trust department will have the 
inside track with its own commercial 
customers, particularly if the trust de- 
partment has kept the commercial and 
business development officers informed 
of types of service it is capable of per- 
forming and is actively seeking. We 
will also get an occasional appointment 
through a securities dealer who has 
recommended us because he considers 
us a good transfer agent. On more than 
one occasion, we have first learned of 
the possibility of a desirable transfer 
agency from equipment salesmen. We 
have convinced some of them that we can 
perform the service better and at less 
cost than can the customer himself, and 
the salesman is willing to forego a sale 
to a prospect if he can help us get the 
account, knowing that the more business 
we have, the more equipment he can 
eventually sell to us. 

The great growth in the number of 
public corporations, and in the spread 
of ownership has enhanced the need of 
corporations for trust services. Rapid 
expansion has created need for new 
capital, to a great extent by sale of new 
securities to the public, expanding the 
need for transfer agents, registrars, cor- 
porate trustees, and paying agents. An 
ever increasing volume of such business 
is available, and the extent to which 
each trust department participates in 
its growth depends largely on how well 
it services the business it has and how 
aggressively it seeks new business. 


A A A 
@ Employees of Bankers Trust Co. of 
New York — registrar for American 


Telephone and Telegraph Co.’s stock — 
signed 20 certificates: at a time on a spe- 
cial signature machine to speed up 
processing of the 3-for-1 stock split ap- 
proved at AT&T’s annual meeting in 
April. The task of issuing and mailing 
the new certificates to 1,625,000 share- 
holders was completed in five weeks and 
involved some 500 AT&T workers and 
134 Post Office employees besides the 
Bankers Trust personnel. 
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TRUSTEES AND THE BAR 
(Continued from page 549) 


If, on the other hand, we depart from 
yise and considerate respect for what as 
, matter of practice may be best for 
wyer, fiduciary and the public, we will 
indeed be making serious trouble for 
ourselves. I should like, therefore, to re- 
port on an inquiry in this field which 
| recently made among Southern law- 
yers, then to lay down briefly some con- 
clusions relating to good practice by 
trust institutions which I believe to a 
lage extent does, and in any event 
should, govern the conduct of their 
business. 


Southern Lawyer Opinion 


Some 87 lawyers widely scattered over 
the Conference area answered eight 
questions presented in a questionnaire 
frm and commented on the relationship 
between trust institutions and the bar in 
their respective communities. In most 
ases the firm selected did not represent 
(ust institutions. The selection was 
nostly from the larger cities. 


The first question, presenting four al- 
trnatives, was: “How would you char- 
acterize generally relations between trust 
institutions and the bar in your com- 
munity?” Of those replying 41% said 
“excellent,” 42% “good,” 15% “fair” 
and only 2% “poor.” This total of 83%, 
“excellent” or “good”, is somewhat re- 
assuring. We should keep in mind, how- 
eer, that such categorical answers do 
not reflect many basic feelings such as 
those contained in some of the follow- 
ing letters: 


. a friendly relationship exists 
... However, trust departments have 
deprived the Bar of much lucrative 
business in the past years .. .” 
ok ok ok 
“Each should understand and benefit 
by the function of the other. The 
trustmen see hundreds of well-known 
documents and thereby accumulate a 
store of knowledge which can be most 
beneficial to the attorney. The law- 
yer, on the other hand, studies the 
reported cases which arise from not 
too well drawn documents and be- 
comes acutely aware of pitfalls which 
may be avoided. There is too much 
estate planning done by trust officers 
without consulting counsel, and too 
much estate planning, even with a 
bank named as trustee, is done by 
lawyers without consulting with the 
trust department of the bank.” 
* os & 


Secondly, those questioned were 
ked: “Is there substantial feeling 
mons the members of your bar that 
tust institutions in your community are 
facticing law?” About 40% replied 
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“ 


yes.” Particulars in which they re- 
ported trust institutions to be practic- 
ing law included: 


(1) General advising prospective 
testators and others as to the law on 
estate matters 

(2) Drawing deeds, wills, trusts 
and other documents 

(3) Doing estate planning for cus- 
tomers without adequately consulting 
counsel 


(4) Using mimeographed forms of 
wills 
(5) Appearing in court to present 


petitions, settlements and the like 
(6) Preparing tax returns and 
other reports 


(7) Giving tax advice 

(8) Handling estates without legal 
guidance 

(9) Soliciting or referring work 
for the benefit of a particular group 
of lawyers 

(10) Advertising services lawyers 


normally handle 

(11) Imposing their views as to 
the law on lawyers even when they 
consult them. 


In a number of replies, the lawyer 
stated that the unlawful practice of law 
had ceased when the lawyers went into 
court to prevent it. In a good many 
cases the answering lawyer commented 
on the fact that in recent years the un- 
lawful practice by trust institutions has 
been decreasing. In a few cases the 
lawyer seemed more concerned over the 
unlawful practice because of its limiting 
effect on his client. Samples of some of 
the answers on this question were the 
following: 


“Some of the banks have used 
mimeographed form wills which they 
have had their customers execute on 
the basis that this would save the 
attorney’s fee for drafting the will. 
Also, on many more occasions, the 
bank trust officers have discussed a 
will with its clients using one of these 
mimeographed forms as the basis of 
discussion, and after the planning has 
been completed, then asking a lawyer 
how much he would charge to substi- 
tute the names of the parties into the 
form will.” 

a co % 

“TI practiced law in New York City 
for over fifteen years and found there 
was no feeling among lawyers that 
trust departments were engaging in 
the practice of law. I think this view 
is held by reason of the fact that 
there is no attempt by trust depart- 
ments to reduce compensation paid to 
attorneys.” 


* * * 

The third question was: “Are your 
trust institutions making proper and 
adequate use of lawyers’ services in the 
administration of estates and trusts?” 
Attention was directed particularly to 
the following matters, the parenthetical 


figure indicating the percentage of those 
who indicated that the services were 
being adequately used: initial estate 
planning conferences (61), use of the 
testator’s or trustor’s lawyer after the 
administration of the estate or trust 
begins (83), representation in tax mat- 
ters (67), relations with the family 
(60), the family business (64) and in 
general representation (76). The per- 
centages were all gratifyingly high, but 
again it is important to consider the 
comments from some on the measure of 
lawyer use: 


“Many lawyers feel, as I do, that 
the trust officers are making a serious 
mistake in holding initial estate plan- 
ning conferences with clients prior to 
discussing them with the attorneys. 
This is followed by entering into a 
definite estate planning schedule be- 
fore consulting the attorneys. I have 
been placed in the embarrassing situ- 
ation on several occasions of disagree- 
ing with the plan formulated by the 
bank and a client and am then faced 
with the difficult situation of repre- 
senting both the bank and the client 
and trying to satisfy both parties.” 


ok bd * 


. . . We sometimes feel that we 
are called on only when the trust in- 
stitution doesn’t know what else to 
do . . . There is sometimes a little 
feeling that the trust department 
doesn’t want too much of the lawyer’s 
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help, because it might interfere with 


parts of banks to ignore the lawyer 
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; services, but I feel that the quality J 
“«, . a trust institution would not “Trust institutions need to re-ex- of the services often leaves much to | ‘ 
be performing its function properly if amine their charges and base them be desired. The banks have taken the § 
it were generous on the subject of more on the amount of work that is attitude that the trust departments | ’ 
fees.” necessary in handling an estate rather must pay for themselves rather than | . 
+ ¢ ¢ than a flat amount regardless of the spending additional money to build 
“T believe lawyers are much better work involved. This is the biggest up the trust departments.” 
satisfied to see the bank adequately feeling of criticism that the average oe. 8 E 
compensated than the trustmen are layman has toward the trust depart- “Much better than that which the : 
to see the lawyers adequately com- ments of banks, and yet I am also average lawyer would render.” : 
pensated. There is a tendency on the equally convinced that the average 4 
The lawyers were then seventhly 2 
asked: “Do the lawyers in your com- , 
munity, frankly, tend to regard corpo: 
SS rate fiduciaries as in open competition J 
with them in estate and trust matters, J t 
Lea enns iva n i a and, especially in connection with execu- J : 
y torships, to discourage their appoint jf, 
ment?” 40% of the replying lawyers § , 
e > | . ° a S ific a P 
America Ss answered this in the affirmative. Speci j 
comments were as follows: 
e 
First Bank “Yes as to executorships, no as to I 
trusteeships. The relationship is cor- tor 
Opened for business in 1782 and still dial, — the competition is subtle, not of 
ear P : ony ‘ open.” 
First in Philadelphia for all banking services ‘ + * * ref} 
“Most lawyers here tend to operate the 
Th on a competitive basis with corporate as 
Servi e fiduciaries. However, the better qual- 
erving more ity firms want to cooperate with the 
people more First corporate fiduciaries if they will allow 9 4. 
waysthan ..¥ the lawyers better fees and — we int 
operation in the actual handling 0 a 
any other Pennsylvania . : P 
‘ : }. estates and trusts. | 
Philadelphia ; ‘ 
i : “What generally in the relationship De @ up 
Member Federal Deposit Insurance a caaanaae penteets:senttinens af:thw ben ated trust in- qu 
j rs - stitutions do you think would contribute § Ge 
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nost to the interests of the client and 
wstomer we both serve?” Some answers 
on this were quite revealing: 


“Personal visits by the new business 
representatives of the Trust Depart- 
ment and discussions of current inter- 
est questions will help to some extent. 
I think it would pay for the Trust 
Department representative to ask for 
criticism and make notes.” 

BS * * 

“T feel the banks have done a poor 
job of educating the lawyers and their 
bank clients on the advantages of 
the services they offer. Many lawyers, 
especially, young lawyers, do not ap- 
preciate the worth of trust companies 
or are ignorant of their services and 
do not recommend them to their 
clients. Possibly a speech by a trust 
officer at Bar conventions would be 
most helpful in acquainting the aver- 
age lawyer with the services of a 
trust department.” 

* * * 

“The use of higher quality and bet- 
ter paid trust officers. There is a 
tendency of the banks when a com- 
petent man develops in the trust de- 
partment, to transfer him to the 
banking department. The higher the 
degree of ability in the management 
of a trust institution, the less the fric- 
tion between that institution and the 
bar.” 

* * ak 

“A realization by trust institutions 
that their function is primarily ad- 
ministrative except in investment 
field; that on all advisory matters in 
other than investment field, the attor- 
ney preempts the field.” 

* ok ok 

“(1) An avowed and demonstrated 
purpose on the part of the trust com- 
panies to leave all legal aspects of 
estate and trust matters, the prepara- 
tion of wills and trust agreements, 
and questions involving tax law, to 
qualified ‘outside’ lawyers, preferably 
those selected by the beneficiaries of 
the estate or trust, and to follow the 
advice of those lawyers. (2) A better 
understanding by the average lawyer 
of nature, extent and value of the 
entirely non-legal services that any 
well-run trust company can and does 
provide so much better than almost 
any lawyer is equipped to do.” 


Conclusions 


I come now to some recommenda- 
tions, which are based on what I have 
written but which I believe also largely 
reflect the better existing practice among 
the majority of the bar and of the trust 
institutions of our country. 

(1) The first consideration, for both 
lawyer and trust institutions, is the best 
interests of their clients and customer 
and his beneficiaries. 

(2\ The successful administration of 
mosi estates and of many trusts depends 
upon sound legal advice and hence re- 
quires employment of legal counsel. 
Generally considered, the estate or trust 
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and its beneficiaries will fare best if 
the fiduciary and lawyer work together 
as a team, both contributing to the solu- 
tion of problems their special knowledge 
and skills and neither encroaching on 
the sphere of the other. 

(3) In the administration of estates 
the fiduciary and those in beneficial in- 
terest can usually profit from the ap- 
pointment, as counsel for the executor, 
of the attorney who served the testator 
during his lifetime. This attorney ordin- 
arily brings to the appointment knowl- 
edge of the testator’s affairs and inten- 
tions, knows the members of his fam- 
ily and has their confidence, and is the 
attorney the testator would have pre- 
ferred, Only in the event of some sub- 
stantial basis of disqualification should 
any other attorney be so appointed. 

(4) In utilizing the services of the 
attorney in the administration of estates, 
the fiduciary should accord to him the 
position of dignity and importance 
which he deserves. The attorney should 
be made to feel he is an integral part of 
the administration and not merely a 
minor factor to handle court business 
and to be avoided as much as possible 
so as to avoid reduction of the execu- 
tor’s fee. He should be consulted freely 
in all matters involving doubtful ques- 
tions of law, should be kept in touch 
with the current status of the estate’s 
affairs and should be enabled, through 
a proper allocation of the work of the 
estate as between legal and administra- 
tive and business questions, to earn and 
receive a fair portion of the total com- 
pensation paid the fiduciary and the at- 
torney. This should of course not in- 


volve any measure of made work or 
any unnecessary burden of expense upon 
the estate, but should be based upon a 
fair division of responsibility for the 
functions that each can best perform. If 
this means that the fiduciary will do 
less than it and the attorneys on its staff 
might do, and hence will earn and re- 
ceive a somewhat less than maximum 
executor’s fee, the total cost to the estate 
of the combined services need be no 
greater and the fiduciary will in all 
probability have accomplished a better 
administration of the estate, will have 
carried out his testator’s desire, will 
have reduced responsibility for the legal 
decisions made, and will have estab- 
lished in a wholly proper way a relation- 
ship which may be productive of other 
appointments later. Where legal advice 
is received from the attorney, the fidu- 
ciary should be responsive to it unless 
in serious doubt. 

(5) The lawyer, in turn, should re- 
cognize the desirability of corporate 
fiduciary service generally, should not 
seek to enforce a legalistic limitation on 
the fiduciary’s functions, should respect 
the wish of a client to name a corporate 
fiduciary, and should be content to re- 
strict his activity in the administration 
of the estate, to the major ones of de- 
ciding legal questions, of rendering legal 
service, and of giving advice on matters 
which his knowledge of testator’s affairs 
and family peculiarly qualify him to 
supply. 

(6) While there is legal warrant for 
the corporate fiduciary appearing in 
court through attorneys on the staff, 
such appearances are especially within 
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the competence and province of the at- 
torney for the estate or trust and in the 
absence of very exceptional circum- 
stances should be assigned to him to 
handle. 

(7) In the field of estate planning it 
is especially important that the cus- 
tomer should have the advice of inde- 
pendent outside counsel. Such counsel 
should be brought into the discussions 
with the customer at the earliest possible 
time. All documents required to imple- 
ment the estate plan decided upon 
should be prepared by such counsel, 
though it is appropriate for the fiduciary 
to render to counsel such assistance in 
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this as counsel may request. In its 
solicitation of the customer’s business it 
is proper for the corporate fiduciary to 
comment on provisions of law relating 
to estates and trusts and to taxation, and 
as to alternative methods of disposition 
of property, but the fiduciary should 
studiously avoid suggesting a definitive 
estate plan for the customer until the at- 
torney has been brought into the case 
and has the opportunity to propose his 
recommendations. The attorney, for his 
part, should make every effort to render 
himself promptly available for confer- 
ence and to complete his work within a 
reasonable period of time. 


(8) In tax matters it will usually be 
desirable for the fiduciary to consult 
counsel in all matters other than those of 
a routine nature or those falling within 
the fiduciary’s well-established practice 
and experience. It will be especially de- 
sirable for the fiduciary to consult with 
counsel, except in simple cases, on the 
preparation and filing of estate and in- 
heritance tax returns, or in any event to 
consult with counsel before such returns 
are placed in final form for filing. 


(9) In the administration of trusts, 
the fiduciary will have less need than 
in estate administration for employ- 
ment of counsel. Nevertheless, the prin- 
ciple of employing counsel of the 
grantor’s or testator’s choice also applies 
here, and wherever there are legal ques- 
tions to consider, out of the normal com- 
petence of the fiduciary, such counsel 
should be consulted. 


(10) Better communication between 
trust institutions and the bar should be 
encouraged through calls on the bar, 
through attendance at bar meetings and 
occasional appearances on bar pro- 
grams, through considerate cooperation 
in joint service as fiduciary and counsel 
in existing estates and trusts, through 
formal agreements within the “State- 
ment of Policies” at the local level, and 
through participation with attorneys in 
the formation and work of local estate 
planning councils. It will be aided, too, 
by more attention to the younger and 
less experienced members of the bar 
who for a time need and welcome as- 
sistance from an experienced trust off- 
cer in estate and trust matters. 


(11) It is important to the relation- 
ship, as many lawyers have observed, 
that the fiduciary should render good 
service and should charge no more than 
reasonable compensation for it. This re- 
quires an adequate and competent staff 
and strict attention to business. It means 
constant effort to improve fiduciary serv- 
ice and making the lawyers aware of it. 


It means being human and interested 
and responsive with counsel as well as 
with beneficiaries. The fiduciary should 
also avoid recommending the establish. 
ment of trusts where they are not needed. 
The fiduciary should keep its fees on a 
moderate basis, sharing responsibility 
and compensation with the lawyer. 
getting better total service for the estate. 
and depending more on the greater yol- 
ume which a better reputation for good 
service and cooperation with the bar 
should develop. 
* * * 

Relations between trust institutions 

and the bar are in the last analysis what 


they in each community make of them, | 
In probably the majority of places they | 


are good; in possibly only a relatively 
few, they are bad. In some of the un. | 
satisfactory cases the fault may be that 
of the corporate fiduciary; in others that | 
of the bar. If we will avoid merely legal 
compulsions, if we will have regard to | 
the proven principles built up over half | 
a century or more of experience, if we | 
will focus our attention on what is best | 


for those we both serve and 


on the 


proper sphere of each of us, if we will | 
be sensitive to the feelings of each | 


other, if we will strive to develop the 
spirit of mutual interest and teamwork 
rather than one of competitive fear, 
we should be able to lessen 
where they appear and to build the 
happier relationship we both desire. 
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Northwestern National Bank Invest- | 


ment Fund for Employee Benefit Plans 
nearly tripled in size during the 12 
months ended March 31. The rapid 
growth represented both a substantial 
increase in the number of trusts partici- 


pating in the fund and larger amounts | 


being contributed to these trusts by em- 
ployers. 


The fund was $9,463,424 on March 


31, 1959 compared to $3,806,364 a year | 


earlier. It is the largest pooled invest- 
ment fund of its kind maintained by 4 
bank in the area Samuel H. Rogers. sen- 
ior vice president and executive trust 
officer reported. Participating trusts 
average approximately $67,000, he said. 

The up 


Fund was originally se! 


late in 1956. Investments can be made | 


by qualified participating trusts purchas- 
ing either or both fixed income and 
equity units. As of March 31, the fixed 
income portion of the Fund amounted 
to $6,107,894. The equity portion was 
$3,445,530. 
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UITE A NUMBER OF THOSE ATTEND- 
() ing the Midwinter Trust Confer- 

ence in February have expressed 
surprise at the consensus of views of 
the panel on investments as to an ap- 
propriate proportion of common stocks 
which might be held in different kinds 
of trusts under 1959 conditions. The 
recommendation that the investment of 
75% of the assets of a new personal 
trust in equities under current circum- 
stances was reasonable seemed astonish- 
ing to many. In view of this the writer 
thought it might be useful to review the 
opinions of similar panels in the past 
few years. 

The 1956 panel suggested 50% for 
personal trusts and 40% for pension 
trusts as appropriate percentages of 
common stocks. 

The 1957 panel increased its recom- 
mendation as to personal (and chari- 
table) trusts to 65% but continued to 
suggest 40% for pension trusts. 

The 1958 panel was more conserva- 
tive as to personal trusts, suggesting 
only 30% to 40% for their equity per- 
centage, and continuing the 40% sug- 
gestion as to pension trusts. 

In 1959, however, the panel plumped 
unanimously for a 75% ratio for both 
personal and charitable trusts and raised 
its recommendation as to pension trusts 
to 55%. 










































































One may naturally have wondered in 
1958 why it was that when the country 
Was in a recession and stock prices had 
dropped considerably the then panel 
waxed conservative and reduced its 
recommended ratios substantially below 
those of the two previous years. Part of 
the explanation, of course could be due 
simply to differences of opinion among 
the individuals who happened to com- 
pese the panels, but to see the recom- 
mendations jump so sharply in 1959 at 
a tine when the stock market averages 
are at an all time high and stock yields 
clos. to an all time low is indeed extra- 
ord nary. 

The specific stock issues suggested by 
the four panels were printed in TRUSTS 
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TRUST OPERATIONS and ADMINISTRATION .... 


AND Estates.* A study of the yields of 
these particular stocks, as of the re- 
spective times that they were recom- 
mended, shows the following: 


Yield 56 "57 °58 "59 

+ SS ee een A 
Under 2%  -....... 4 3 4 5 
2% to 2.99% __...... q 7 5 7 
3% to 3.99% - 6 6 4 7 
Over 4% __...... 11 3 1 3 
28 19 14 23 


Except in 1956, more than half the 
stocks proposed yielded less than 3%. 
It is hard to see how life beneficiaries of 
any trusts except those large enough to 
require investments in tax free bonds 
could survive for long with up to 75% 
of their trusts invested at such low 
yields. 


The willingness of the panels to re- 
duce the quality of their recommended 
purchases over the four year period is 
also apparent from the following table 
which uses Fitch’s ratings. Some of the 
stocks, such as those of insurance com- 
panies, are not rated which accounts for 
the differences in totals between the two 
tables. 


Ratings "56 ‘Oe "58 "59 
Oe Z 1 
BBB . oe 3 1 3 1 
BE. ate 14 9 3 9 
7 4 4 
CCC a 2 2 2 
CG: 1 

19 19 11 18 


The 1958 and 1959 panels chose one 
stock of A rating by selecting Interna- 
tional Business Machines which, how- 
ever, has an almost invisible yield. One 
of the CCC stocks in all three years when 
this rating appeared was Reynolds 
Metals, also a stock of very low yield. 
Texas Instruments, suggested by one 
panelist in 1959, is rated CC and pays 
no dividend. To a trust man reared in 
the conservative school of the past, some 
of these stocks would seem, to say the 


*March 1956, p. 276; March 1957, p. 245; March 
1958, p. 237; March 1959, p. 212. 


GEORGE C. BARCLAY 
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least, to be most unusual investments for 
the normal types of trusts. 

In its Business and Economic Letter 
for April 1959 the First National City 
Bank of New York discussed at con- 
siderable length the subject of “How to 
beat Inflation,” including, of course, the 
usefulness of common stocks as hedges 
against inflation. The article considered 
various kinds of investments for gen- 
eral purposes, i.e., there was no special 
emphasis on investments by trustees, but 
the following table, showing how long 
a period of time it would be necessary to 
wait for a stock purchased at a 214% 
yield to produce various more substan- 
tial returns, might well cause trustees to 
pause when contemplating the current 
purchase of stocks on the income from 
which widows and orphans depend. 


PURCHASE OF STOCK YIELDING 24% %* 


Assumed 
Rate of 
Annual Years to Equal Return at Top of Column 
Dividend 
Increase 5% 6% 7% 8% 9% 10% 
3% .... 28% 29% 35 39% 48% 47 
5% ...14% 18 21% 24 26% 28% 
10% 7% 9% 10% 12% 138% 14% 
6% 7% 8% 9% 10 


15% ... 5 
*Calculations from Moody’s Investors Service. 


Perhaps the answer to the recom- 
mendations of the panels lies in their 
make-up. Excluding the leaders, in each 
year a trust man, the panels for 1956 
and 1957 consisted of three trust men 
and one investment advisor and that for 
1958 consisted of four trust men. In 
1959, however, there was only one lone- 
ly trust man in the company of three 
investment advisers. This difference 
must account for the preponderance of 
growth stocks among the recommenda- 
tions. The presence of a majority of non- 
trust department members on the 1959 
panel must explain their primary in- 
terest in capital appreciation with less 
emphasis than of earlier panels on either 
yield or quality. The fact, that these 
men, though eminent in their fields, are 
not trust officers is illustrated by the 
rather casual way they brush off the 
current income needs of the life bene- 
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ficiaries in favor of capital apprecia- 
tion for the remaindermen by com- 
menting that the current beneficiaries 
should live at least in part off the prin- 
cipal of their trusts. The panel members 
overlooked not only the time required 
for growth, and the fact that it may not 
always happen, but the further fact 
that in many older trusts no discretion 
to pay over principal was given to the 
trustee and that in a large proportion 
of more modern trusts such discretion 
is apt to be limited to an emergency, to 
education or to other more or less 
specific purposes and is not usually ex- 
tended to the maintenance of any given 
standard of living. 


If non-trustee investment counsellors 
feel that trustees are over-emphasizing 
current income to the disadvantage of 
growth prospects, they might remember 
that in Harvard College v. Amory the 
court required trustees to give consid- 
eration to “the probable income as well 
as the probable safety of the principle 
invested.” This injunction should be 
just as valid today as it was nearly 130 
years ago, when our growth as a nation 
was just beginning.*+ 


WHEN CTF DIVIDEND PASSES 


In our March column appeared a 
rather lengthy discussion of the efforts 
which had been made over a period of 
years to obtain some kind of ruling or 
similar action by the Board of Gover- 
nors of the Federal Reserve System on 
the knotty problem of what a trustee of 
a common trust fund should do when 
a stock held in its common trust fund 
passes a dividend. The solution that had 
been most recently proposed was the 
adoption by the Board of Governors of 
certain footnotes to Regulation F which 
it was thought would make it perfect- 
ly clear that local law would apply. This 
suggestion has now been officially turned 
down in a letter from the assistant sec- 
retary of the board to the Chairman of 
the Committee on Common Trust Funds 
of the Trust Division of the American 
Bankers Association, dated April 15, 
1959. The pertinent portions of the letter 
are as follows: 


At the outset, it should be noted that 
the first paragraph of Subsection 17(c) 
of Regulation F provides that “All par- 
ticipations in such a Common Trust 
Fund shall be on the basis of a pro- 
portionate interest in all of the assets of 
the Common Trust Fund.” This means 
that an investment in the common trust 
fund is an investment in a proportionate 
undivided interest in each and every as- 


+See Bascom H. Torrance, “By Growth Ob- 
sessed,”” T&E, March 1958, p. 226. 


set held in the fund. Thus, the deter. 
mination as to whether an investment 
might be unlawful for one or more par. 
ticipating trusts, as required by Sections 
17(c) (2) and (6), applies individually 
to each and every asset held in the 
fund. 

Regulation F is designed to regulate 
the proper exercise of fiduciary powers 
granted to national banks under the 
authority of Section 11(k) of the Feder. 
al Reserve Act. Although the primary 
reason for promulgation of Section 17 
of Regulation F was to provide opera- 
tional rules for common trust funds un- 
der which participants might receive 
certain tax benefits, and the application 
of the Regulation is extended to other 
than national banks because of this tax 
law, there is no difference in the pur- 
view of Section 17 from other sections 
of the Regulation. Accordingly, the 
Regulation sets out a number of pro- 
cedural rules for the operation of trust 
departments of national banks. It is 
not, however, within the province of a 
Federal regulation to prescribe substan- 
tive law governing the rights and duties 
of persons in respect to matters af- 
fecting the administration of individual 
trusts. These are matters which are 
solely within the jurisdiction of State 
law. 

In framing Regulation F, the Board 
gave recognition to this fundamental 
limitation in the effect of its Regulation 
F. Thus Sections 10(a) and 10(b) pro- 
vide that fiduciary funds shall be in- 
vested in strict accordance with the will, 
deed, or other instrument creating the 
trust and, in the absence of investment 
discretion, in investments in which fidu- 
ciaries in the State may invest, In a like 
manner, the questioned language of Sec- 
tions 17(c) (2) and 17(c) (6) refers also 
to the terms of underlying instruments 
and State law, although the reference is 
not stated specifically. It should be clear, 
then, that the determination as to 
whether an investment is one in which 
the funds of a given trust might law- 
fully be invested is a matter which must 
be decided by the terms of the underly- 
ing instrument and applicable State law. 
Regulation F is not designed to provide 
tests which would be controlling in this 
respect. 

In a situation in which a common trust 
fund holds one or more common stocks 
which have passed regular dividends, 
the trust committee must determine from 
the terms of the respective underlying 
instruments, as viewed in the light of 
State law, that every trust participating 
or to be participated in the fund would 
be permitted to purchase such common 
stock or stocks at that time. Since this 
is what the proposed footnotes, in effect, 
state, nothing would be actually added to 
the fiduciary authority of the bank and 
the legal situation would remain wn- 
changed. Therefore, the proposed foot- 
notes are believed to be unnecessary. In 
addition, it is possible, if the proposed 
footnotes were adopted, that a fiduciary 
might be misled into believing that the 
Regulation authorizes participation M 
or withdrawal of funds from a common 
trust which holds common stocks which 
have passed a dividend. This would, of 
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eurse, be undesirable, for, as was stated 
above, it is not within the purview of 
the Regulation to invade the area of 
substantive trust law. Accordingly, the 
Board is of the opinion that the pro- 
posed footnotes are not necessary or de- 
jrable additions to Regulation F. 


The Board of Governors continues, 
quite rightly, to be unwilling to place it- 
elf in the position of ‘ahetiaing with 
the operation of local law, both as the 
latter may apply in the interpretation of 
the terms of particular instruments or 
as to its effect in the absence of invest- 
ment provisions. The trouble is that in 
the very first paragraph above quoted 
the Board seems to have laid down a 
principle of substantive law which is not 
accepted in at least some jurisdictions. 


The letter says that “an investment in 
the common trust fund is an investment 
in a proportionate undivided interest in 
each and every asset held in the fund.” 
This clearly seems to be a statement of 
substantive law. It is a legal point that 
has been debated in and out of the trust 
fraternity. It runs directly counter to the 
so-called “entity theory” which is clear- 
ly the local law in several states. 

The entity theory was adopted of 
necessity because in no other way could 
the treatment of the amortization of 
bond premiums and the allocation of 
stock dividends in a common manner be 
justified. It is entirely clear that no 
common trust fund could exist unless 
there was prescribed in the plan a uni- 
form method of handling these two prob- 
lems without regard to a multitude of 
different provisions for their treatment 
in the instruments establishing the sep- 
arate participating trusts. Therefore the 
concept that each participating trust was 
acquiring an interest in the common 
trust fund itself rather than in the com- 
ponent investments of the fund was a 
necessary one. Since the entity theory 
must apply in the solution of these types 


of administrative problems there is no 
logic in a conclusion that it is inap- 
plicable when the problem concerns in- 
vestments. 

By analogy, no one has apparently 
ever questioned the legal conclusion that 
the purchase by a trustee, or anyone 
else, of shares of stock of a mutual in- 
vestment fund established in the form of 
a corporation was in law a purchase of 
an undivided interest in each of the 
stocks and bonds held by such corpo- 
ration. Nor has the Board’s legal theory 
been applied where the mutual fund was 
in unincorporated or trust form. 

The question remains whether the 
argumentation in the Board’s letter 
rather than its conclusion’ is to control 
in jurisdictions which deny the Board’s 
legal premise as a matter of local law. 
In view of the Board’s constant effort 
not to interfere with local laws and in- 
terpretations it is probably fair to as- 
sume that it would not deny the valid 
applicability of the entity theory in those 
jurisdictions where it applies. It would 
be helpful, however, if the Board could 
be persuaded to issue a supplementary 
letter to this effect. 


GOVERNMENT APPEALS 
WIGGIN CASE 


The government has filed a notice of 
appeal in the case of Wiggin v. United 
States. This is the case, discussed in 
this column in the February 1959 issue. 
where the lower court held that no tax- 
able capital gain was realized when units 
in a common trust fund held in a termi- 
nating trust were transferred to a new 
trust. The possibility of such an appeal 
having been noted in the earlier com- 
ment, it is hoped that no trustees of 
common trust funds have so far acted 
in reliance on the lower court decision. 
The expectation is that the appeal will 
be heard by the Court of Appeals of the 
First Circuit in October. 





This Commencement scene will be repeated on June 19 at the 25th “annual two-week 
session of the Graduate School of Banking at Rutgers, attended by 1,091 bank officers 
of whom 347 were in the graduating class. 
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ALABAMA 


MONTGOMERY—Mrs. Rosamond B. Crowder named asst. 
trust officer of First NATIONAL BANK. 


CALIFORNIA 


SAN DIEGO—J. Paul Jones, Jr., named trust administra- 
tor in the San Diego division of SEcurRTY-First NATIONAL 
BANK of Los Angeles. 


SAN FRANCISCO—Harris C. Kirk, president of AMERICAN 
TRUST Co. since 1956, elected chairman and continues as 
chief executive officer; Ransom M. Cook, senior vice presi- 
dent since 1951, succeeds Mr. Kirk as president; and Dwight 
W. Chapman, senior vice president in charge of the bond 
department elected executive vice president. Cook is presi- 
dent of California Bankers Association. 


CONNECTICUT 


STAMFORD—George R,. Reid appointed asst. trust officer 
at FAIRFIELD CoUNTY TRUST Co., in estate settlement and 
trust and tax administration. A graduate of the Army 
Finance School and Wake Forest College, and a registered 
public accountant, Reid was associated with a law firm 
prior to joining Fairfield County Trust. 


FLORIDA 


EUSTIS—Daniel W. Abel, Jr., promoted to vice president 
and trust officer at First NATIONAL BANK & Trust Co. Abel 
joined the staff in April 1958 as administrative head of the 
newly organized department, having served as trust officer 
of First National Bank of Tampa and the Columbia (Ga.) 
Bank & Trust Co. He holds an AB degree from Tulane 
and is a graduate of the Trust Development School of North- 
western U. 
ILLINOIS 


CHICAGO—Joseph Butler named asst. trust officer to be 
active in the pension trust fund solicitation and manage- 
ment division of PULLMAN Trust & SAVINGS BANK. 
INDIANA 
INDIANAPOLIS—J. Floyd King retired as vice president 
and trust officer of INDIANA NATIONAL BANK, where he had 
been in charge of investments for the trust department. 
KANSAS 
WICHITA—At FourtH NATIONAL BANK, Chuck Moran ap- 
pointed director of advertising replacing Robert Gadberry, 
vice president who is now assigned new duties in the trust 
department. 
KENTUCKY 
LEXINGTON—W. M. Ellis advanced to executive vice presi- 
dent and trust officer of BANK OF COMMERCE. 
LOUISIANA 
BATON ROUGE—A. R. Johnson, III, succeeds his father 








Harris C, KIRK 
San Francisco 
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San Francisco 









Boston 
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TRUST PERSONNEL CHANGES 


ROGER W. CUTLER, JR. 


as president of AMERICAN BANK & TRUST Co., the latter be. 
coming chief administrative officer. The new president for. 
merly was vice president and trust officer. 


MASSACHUSETTS 


BOSTON—At SECOND BANK-STATE STREET TRUST Co., Rob- 
ert W. Cutler, Jr. and Sargent S. Rowe became vice presi- 
dents in personal trust department. Cutler, graduate of 
Harvard College and Law School, practiced law, served as 
Assistant Attorney General of Massachusetts, and entered 
the Bank in 1954 as a trust representative. Rowe, graduate 
of Harvard College and Business School, joined the Bank in 
1946 and has been in investment research for the trust de- 
partment. 

SPRINGFIELD—Edward Kronvall will retire July first 
as board chairman of SPRINGFIELD SAFE DEPosIT & Trust Co, 
and become honorary chairman. Chester J. Chambers, who 
has been with Springfield Safe since 1915 and vice chair- 
man since 1956, moves up to chairman. Both have been 
identified with trust activities. 


MISSISSIPPI 


MERIDIAN—Pearl Gibson of MERCHANTS & FARMERS BANK 
became a vice president and asst. trust officer. 


MISSOURI 
KANSAS CITY—Curtis E. Gard named trust operations 
officer for CiTy NATIONAL BANK & TRUST Co. Gard holds 
degrees from Northwest Missouri State College, and has 
been with City National since 1947. 


NEBRASKA 


LINCOLN—John E. Wilson replaces Paul D. Dunlap as 
trust officer of NATIONAL BANK OF COMMERCE. 


NEW JERSEY 


CAMDEN—Charles A. Moyer promoted to executive vice 
president, cashier and trust officer of THIRD NATIONAL BANK 
& Trust Co. 

DOVER—Andrew B. Jenkins advanced to asst. vice presi- 
dent and trust officer of UNION BANK. 

GLEN RIDGE—Thomas H. B. Boothe, former vice presi- 
dent and trust officer, GLEN RipGE Trust Co., became presi- 
dent succeeding Frank D. Brewer, now board chairman. 
JERSEY CITY—Daniel S. Frolen elected vice president and 
trust officer to head the personal and corporate trust divi- 
sion of TRUST COMPANY OF NEW JERSEY. 

UPPER MONTCLAIR—Gilbert, Pierce Inglis advanced 
from trust officer to vice president at MoNTCLAIR NATIONAL 
BANK & Trust Co.’s Upper Montclair office. With the bank 
since 1956, Inglis has been in’ estate planning and ad- 
ministration. 

NEW BRUNSWICK—Grace Schinalholz named trust cfficer 
of PEOPLES NATIONAL BANK. 
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HELEN M. HARRISO 
New York 


GILBERT P. INGLIS 
Montclair 


KENNETH N. GRAHAM 
Dayton 


RAHWAY—Eugene H,. Ludlum promoted to vice president 
and trust officer at RAHWAY NATIONAL BANK. 


NEW YORK 


BUFFALO—Edward R. Joslyn and Donald R. Woen named 
trust officers at MANUFACTURERS & TRADERS TRUST Co. 


NEW YORK—BankKERs Trust Co. elected the following as- 
sistant secretaries in the trust department: Clyde D. Blakely, 
James B. Petterson and Nathaniel Sniffin. 


NEW YORK—BANK oF NEW YoRK appointed Joseph L. 
McElroy and Even O. McNair as asst. trust officers; and 
Nicko J. Mextorf of the corporate trust department ap- 
pointed assistant secretary. 


NEW YORK—Miss Helen M. Harrison appointed personal 
trust officer at CHASE MANHATTAN BANK. A graduate of 
New York U., Miss Harrison launched her banking career 
with Seaboard National Bank which later merged with 
Chase. 

NEW YORK—First NATIONAL CiTy TRusT Co. appointed 
Charles C. Goodfellow, Glen K. Green and David C. Powers 
as vice presidents. John F. Lennon promoted to trust officer 
and Arthur C. Merrill to assistant vice president. 


NORTH CAROLINA 


WINSTON-SALEM—L, Hartsell Cash and Edgar P. Rob- 
erts advanced to trust officers in the investment division 
of WACHOVIA BANK & TRUST Co. 


OHIO 


DAYTON—Kenneth N. Graham advanced to vice president 
and trust officer in charge of the trust department of 
WINTERS NATIONAL BANK & TRuST Co., succeeding Robert 
Womsley, first vice president, who has assumed new duties 
in the commercial department. 


PENNSYLVANIA 


PHILADELPHIA—J. Kearsley . Mitchell! elected a vice 
president of PROVIDENT TRADESMENS BANK & Trust Co. A 
graduate of Harvard U., Mitchell was associated with Smith 
Barney & Co. and Brown Brothers Harriman & Co. prior to 
joining Provident as a trust officer in 1952. 


PITTSBURGH—At Fiveity Trust Co., Robert R. Calpass 
and Norman H. Rea promoted to vice presidents in the 
trust department. Calpass began with Fidelity after gradu- 
ation from high school in 1920 and was elected asst. vice 
president in 1956. Rea received his bachelor degree from 
State U. of Iowa and subsequently his Juris Doctorate from 
lowa Law School; joined Fidelity in 1950 as a represen- 
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ROBERT A. ALSTON 
Chattanooga 


NORMAN H. REA 
Pittsburgh 


ROBERT R. CALPASS 
Pittsburgh 


tative in the estate planning division and later transferred 
to the investment division. 


PITTSBURGH—MELLON NATIONAL BANK & TRUST CO. ap- 
pointed Richard G, Miller, Jerome P. Corcoran and Cleve- 
land D. Rea assistant vice presidents in the trust depart- 
ment; Elmer S. Waizenhofer as trust officer. Miller and 
Corcoran started with the predecessor Union Trust Co., in 
1926 and 1918, respectively,-the former in the trust de- 
partment during his entire career, and the latter starting 
as a teller in the banking department and then going into 
trust. Rea, graduate of Princeton U. and Harvard Law 
School, joined Mellon in 1946 in the trust department. 


TENNESSEE 


CHATTANOOGA—R, A. Alston promoted to senior vice 
president and trust officer at HAMILTON NATIONAL BANK. 
At the same time W. Roy Meyers was elevated to vice 
chairman, and Frank Morast elected president. 


KNOXVILLE—Mrs. Wanda Carr advanced to asst. trust 
officer at HAMILTON NATIONAL BANK, 


WASHINGTON 


SEATTLE & TACOMA—Owen W. Proctor elected asst. 
trust officer at the Seattle office of BANK OF CALIFORNIA, 
N.A.; and Bruce C. Shepard an asst. trust officer at 
Tacoma. 


SEATTLE—Reno P. Ransom, vice president and trust 
officer of SEATTLE-First NATIONAL BANK, retired as mana- 
ger of the state-wide trust division and is succeeded in 
that position by Harvard Palmer. Ransom has been active 
in the trust and estate planning field since graduation from 
U. of Michigan Law School in 1917. Palmer, before coming 
to the Bank in ’48, was associated with a law firm as 
counsel to the Bank. He is a graduate of U. of Washington 
Law School. 

WEST VIRGINIA 
BLUEFIELD—Ripley F. Williams advanced to trust officer 
at First NATIONAL BANK. Williams has been with the trust 
department for 8 years and has specialized in estate plan- 
ning. He has served as president of the Bluefield Chapter 
A.I.B. 

WISCONSIN 
WAUKESHA—Mrs, Jane W. McCaughey became a trust 
officer of First NATIONAL BANK. 


CANADA 


MONTREAL—G. Harold Edwards named assistant general 
manager of GUARANTY TRUST Co.’s branch here. 


CLEVELAND D. REA 
Pittsburgh 


RICHARD G. MILLER 
Pittsburgh 


J. P. CORCORAN 
Pittsburgh 
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Main Rotunda Lobby of Central Bank & Trust Co., Denver, shows 
new “leaf-lite” ceiling and individual check stands. 





New quarters of Trust Department of American Fletcher National 
Bank and Trust Co., Indianapolis. 





MERGERS, NEW TRUST POWERS 
& LOCATIONS 


San Francisco & Santa Barbara, Cal. 
— Merger of County NATIONAL BANK 
& Trust Co., Santa Barbara, into 
CROCKER-ANGLO NATIONAL BANK became 
effective May 29. The Santa Barbara of- 
fice trust department is under the direc- 
tion of Charles H. Franklin, vice presi- 
dent, and F. M. Kauffman, vice presi- 
dent and trust investment officer. 

Hartford & Manchester, Conn. — 
Shareholders of First NATIONAL BANK 
of Manchester approved combination 
with HARTFORD NATIONAL BANK & TRUST 
Co. under the name of the latter. The 
two offices of First National will then be 
known as the First-Manchester and Col- 
chester offices of Hartford National. 
Where trust department services are not 
previously offered by First National, 
they will now be available. 

Waterbury, Conn. — CITIZENS & MAN- 
UFACTURERS NATIONAL BANK and COLON- 
IAL BANK & TrRusT Co. will merge to 
form COLONIAL BANK & TRUST Co., after 
stockholder voting on June 22. The Bank 
will be Connecticut’s eighth largest with 
total assets of more than $90,000,000 and 
trust assets with market value of more 
than $175,000,000. Winthrop W. Spencer 
will remain as board chairman; William 
G. Boies as president; Carl F. Heebner 
elected chairman of executive committee; 
and Paul A. Monroe, now in charge of 
Citizens trust department, will retain 
his title as senior vice president. 

Clearwater, Fla. — City NATIONAL 
BANK has been granted powers and has 
opened its trust department under the 
direction of Vernon R. Keiser, formerly 
counsel of Ludington (Mich.) State 
Bank. 

Evergreen Park, Ill. — First NATION- 
AL BANK has been granted trust powers. 

Mount Vernon, Ill. — Trust powers 
have been granted to First NATIONAL 
BANK. 

Indianapolis, Ind. — Directors of 
AMERICAN FLETCHER NATIONAL BANK & 
Trust Co. and FIDELITY BANK & TRUST 
Co. voted a merger under the name of 
the former, subject to stockholders’ ap- 
proval, effective September first. 

Rochester, N. H. — The State Senate 
passed a bill permitting ROCHESTER 
Trust Co. to change its title to ROCHEs- 
TER SAVINGS BANK & TrRusT Co. 
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Montclair, N. J. — As of April 20, 
fiduciary activities of MONTCLAIR Na- 
TIONAL BANK & TrRusT Co. have been 
consolidated at the new and separate 
office of Department of Estates and 
Trusts, 544 Bloomfield Avenue, Mont- 
clair. The Upper Montclair office at 
Valley Road and Bellevue Avenue is still 
maintained with administrative and in- 
vestment officers. 

New York, N. Y. — Directors of 
CHEMICAL CORN EXCHANGE BANK and 
NEW YorRK TRUST Co. have approved 
plans for merger under the name of 
CHEMICAL BANK NEW YorRK TRuST Co. 
Harold H. Helm would continue as 
chairman and chief executive officer; 
Adrian M. Massie would become chair- 





ADRIAN M. MASSIE 


HAROLD H, HELM 


man of the trust committee and have 
general supervision of the combined 
trust departments; Hulbert S. Aldrich, 





Discussing plans for proposed new First Na- 

tional Bank of Pittsburgh are (left) Frank 

E. Agnew, Jr., president of Peoples First 

National Bank & Trust Co., and John A. 

Byerly, president of Fidelity Trust Co. Lat- 

ter has 17 branches and former 34 branches 
in Pittsburgh area. 





————. 





president of New York Trust, would be- 
come vice chairman of the board; Isaac 
B. Grainger and Gilbert H. Perkins of 
Chemical Bank would continue as presi- 
dent and vice chairman, respectively, 
The merged institution would have total 
resources in excess of $4,300 million, 
making it the third largest bank in New 
York and the fourth nationally. 

Pittsburgh, Pa. — Plans for merging 
Pittsburgh’s second and third largest 
banks, PEOPLES First NATIONAL BANK 
& Trust Co. and FIDELITY Trust (o., 
under the proposed name of First Na- 
TIONAL BANK OF PITTSBURGH, were ap- 
proved by directors. John A. Byerly of 
Fidelity has been selected as_ board 
chairman and Frank E. Agnew, Jr., of 
Peoples, as president of the new bank. 
Philip K. Herr, now Fidelity’s vice 
president in charge of trusts, is to be 
senior vice president. 

Danville, Va. — VIRGINIA BANK & 
TrRusT Co. activated its trust department 
with vice president and cashier C. R. 
Turner assuming additional duties as 
trust officer, and R. Brandon Scearce 
as assistant trust officer. 


A AA 
IN MEMORIAM 


C. B. BRYANT, president and trust of- 
ficer, NATIONAL BANK OF SWEETWATER, 
Texas. 


Witt1aM J. CASEY, chairman of the 
board of MARYLAND Trust Co., Balti- 
more. 


HENRIETTE J. Fucus, retired trust of- 
ficer of UNDERWRITERS TRUST Co., New 
work, N.. ¥. 


JosEPH H. McGEE, retired vice presi- 
dent and senior trust officer of SoUvTH 
CAROLINA NATIONAL BANK, Charleston. 
The first full-time trust officer in South 
Carolina, McGee was one of the orgal- 
izers and president of the trust division 
of the South, Carolina Bankers Associa- 
tion for 25 years, and a member of the 
first trust education committee of the 
American Bankers Association. 


Atwoop H. MILtEr, vice president in 
personal trust department, Morean 
GUARANTY TRUST Co., New York. 


PauL MosuHeERr, assistant trust officer 
of CANTON (Illinois) STATE BANK. 


Trusts AND EstTATES 
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ON THE PUBLICITY FRONT 


Newspaper Advertising 


“Financial Services for Individuals 
Acting as Fiduciaries” are offered in a 
recent ad of Bankers Trust Co., New 
York, illustrated with a picture of a 
home desk where the lamp sheds its 
light on scattered worksheets, ash tray 
with cigarette butts, a pocket watch and 
a half consumed cup of coffee. The text 
explains that the individual fiduciaries 
“and their Counselors, Accountants or 
Advisors” benefit from the services 
listed and that these “are available in 
whole or part, as may be most helpful.” 


“Where is the money coming from?” 
asks the troubled man pictured in an 
ad from First & Merchants National 
Bank, Richmond. Taxes, debts and 
estate settlements costs are his concern. 
“Many persons use life insurance as the 
basic source of cash and supplement it 
with other types of assets” to avoid 
forced sales and sacrifice prices, states 
the ad, which offers executor and trustee 
services. 

“These items call for cash” observes 
an ad from Commerce Union Bank, 
Nashville, speaking of taxes, debts, and 
family support during estate settlement. 
Life insurance is recommended and a 
consultation to learn “how such life in- 
surance proceeds can be safeguarded 
and made to provide maximum protec- 
tion.” Copies were sent to life under- 
writers with a covering letter. 


“Men whom the years touch lightly” 
ina current ad of United States Trust 
Co., New York, inspire the question, 
“How does he do it?” Part of the 
answer is “his ability to delegate some 
of his most taxing and time-consuming 
responsibilities—and to his advantage.” 
In this case, investment management is 
suggected for delegation. 

“Bankers take vacations but banks 
never do” (a subtle observation by 
Hubert, the Harris Lion) leads Harris 
Trust & Savings Bank, Chicago, into a 
discussion of investment management. 
The alert businessman, the ad says, keeps 
his affairs “so tidy that you go off for a 
well-earned vacation. And you’ve fore- 
sen everything. Everything but the pos- 
ibility that some valuable stock rights 
wili arrive while you’re away. You re- 
lurn to find them in your mailbox, look- 
ing mighty official and impressive -— but 
’s worthless as last month’s commuta- 
hon ticket.” 

“Three good reasons for having an 
‘state plan,” as depicted in an ad of 
First National Bank of Arizona, 
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Phoenix, are a wife, son and daughter. 
“One of man’s most cherished ambi- 
tions is to provide for the future happi- 
ness, well-being and financial security of 
his family.” The ad suggests “a sound 
estate plan incorporated into a will” 
and the appointment of the bank as 
executor. 


“Who'll get the family jewels?” in- 
quires an ad of La Salle National Bank, 
Chicago, which uses the problem as an 
illustration of the value of a “practical 
and workable will.” A consultation with 
one’s lawyer is suggested, and perhaps 
thereafter a meeting of both reader and 
lawyer with the trust department people. 


Booklets 


“You and the Law — Questions and 
Answers” is a 32-page booklet of re- 
prints from the Pittsburgh Sun-Tele- 
graph sponsored jointly by the Alle- 
gheny County Bar Association and the 
Western Pennsylvania National Bank, 
McKeesport. The introduction by the 
Bar Association’s public relations com- 
mittee explains that the 100 questions 
and answers selected in 15 different law 
fields were originally posed by readers 
of the Sun Telegraph and answered by a 
panel of over 70 lawyers in the County 
during 1957 and the first half of 1958. 
The first three topics covered in the 
book are Wills and Estates, Real Estate, 
and Taxes. 


An “Important Check List” recently 
issued by Fulton National Bank, Atlanta, 
comments on the need for wills to be 
kept up-to-date and offers a list of 14 
circumstances which might require 
modification of a will, with squares for 
the reader to check those that apply to 
him. These include changes in family, 
beneficiaries, assets, tax laws and the 
testator’s business status. 


“A habit of mind,” 


as described 


originally by Oliver Wendell Holmes 
in speaking of attorneys and their .re- 
lation to their clients, is applied to the 
corporate fiduciary’s management of in- 
vestments in a folder from Fiduciary 
Trust Co., New York. “Investment deci- 
sions must be based on hard-headed, un- 
emotional judgment . . . but the circum- 
stances and objectives of each client 
must be the prime consideration . . .” 


An unusual promotional piece from 
First Trust Co., St. Paul, under the title 
“Who is your executor?” quotes in full 
a letter from a lawyer to his client. The 
client, who was also an esteemed per- 
sonal friend, had apparently caused his 
will to be drawn by another lawyer in 
order that he might name his own at- 
torney executor. The latter expressed ap- 
preciation, saying that “no higher com- 
pliment could be paid anyone,” but de- 
clined the appointment. He outlined the 
reasons why appointment of any indi- 
vidual, in his opinion, was a mistake, 
and then said: 

“Now all these objections would be, 
I think, avoided by appointing the Trust 
Company .: . It is thoroughly reliable. 
It will always exist and will grow better 
and more capable as time goes on. Your 
estate will be in the hands of a corpora- 
tion that can be made responsible for 
any mistake and one which the law and 
public opinion holds to the highest stand- 
ard of diligence in the management of 
estates.” 

The lawyer’s advice was followed, for 
this letter was attached to the will which, 
when admitted to probate, named the 
Trust Company as executor. 


Forums 


Trust institutions in metropolitan 
cities have tried approaches to the fi- 
nance forum program varying from the 
full fledged, largely attended annual 
forum to smaller meetings in the board 
room, repeated, perhaps, several times a 


year. Chicago Title & Trust Co. has 








Typical meeting in “Property and Its Protection” series sponsored by Chicago 
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its own answer to the metropolitan 
forum problem, and it has proven a 
good one. 

For the past seven years this Trust 
Company has made available to women’s 
organizations throughout the Chicago 
area an educational program entitled 
“Property and Its Protection.” Four 
meetings of about 11% hours each cover 
such basic subjects as the importance 
of a will, the advantages of an estate 
plan, evaluating a good investment and 
the buying and selling of real estate. 

More than 5,000 women in the Chi- 
cago area have attended these sessions, 
and the interest demonstrated by ques- 
tions and comments has surpassed ex- 
pectations. The meetings have been held 
at suburban clubrooms and repeat per- 
formances have been given on request, 
including a special series on investments 
and estate planning for husbands and 
wives. 

This kind of program provides a pub- 
lic service and at the same time serves as 
an excellent vehicle for explaining the 
important roles of trust officer, attorney, 
realtor and title insurance in the pro- 
tection of property. Chicago Title & 
Trust Co. has been well satisfied with 
the public relations and promotional 
values of these presentations and _ be- 
lieves that a contribution is being made 
toward a better understanding of eco- 
nomic problems. 

A AA 


Girard Trust’s “‘Journal’’ 
Entertains Convention 


The fourth annual edition of “Girard’s 
Broad Street Journal” rolled off the 
press in time to greet all comers at the 
Pennsylvania Bankers Association an- 
nual convention in Atlantic City, May 
24-27. The four page “nonsense paper” 
is one aspect of Girard Trust Corn Ex- 
change Bank’s entertainment of its 
banker friends, old and new. 

The two inside pages were devoted to 
tongue-in-the-cheek advertisements of 
banking services following some of the 
typical advertising techniques of today 
— “for people who can’t invest after 
every meal,” “the man who thinks for 
himself,” “if it hasn’t got it here, it 
hasn’t got it” and phrases well known to 
radio listeners and TV viewers. A trust 
ad with a bust of “Old Grand-Pa” reads: 
“Never on the rocks . . . Three genera- 
tions have enjoyed the comfort and good 
cheer that Old Grand-Pa left behind 


when he established his trust account at 


the Bank years ago. His descendants are - 


heavily stocked and bonded and never 
‘on the rocks’ thanks to Old Grand-Pa.” 


Feature articles tell of the new Girard 
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Three generations have enjoyed the comfort and good cheer that 
Old Grand-pa left behind when he established his trust account at the Bank 
years ago. His descendants are heavily stocked and bonded 
and never “on the rocks” thanks to . . . 
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entertainment program for visitors — a 
beach picnic in sports clothes at which 
the bankers “may, of course, carry gay 
little pennants bearing the name or tran- 
sit number of your institution.” Activi- 
ties would include a group contest in 
collecting sea shells, a round of square 
dancing and folk singing and a game of 
hare and hounds. Losers in surf boat 
racing “will be required to give up a 
specified number of deposit accounts to 
the winner” and visitors are asked to 
bring their own lunch “plus enough to 
feed three or four Girard men.” 


“Cash is Trash” is the slogan the 
“Journal” offers for the new charge and 
credit plans that are so popular. Nobody 
needs money any more, it observes, 
“Once upon a time people wrote checks 
when they had money in the bank. To- 
day we write checks when we don’t have 
money in the bank. This may lead to 
early retirement of some old-fashioned 
bankers . . . Our lobby is cluttered up 
with all the money there is, yet our cus- 
tomers keep on buying with credit cards, 
and owing us more and more. Since we 
already have all the money there is, we'll 
never be able to collect . . . A happy 
note is the complete disappearance of 
crime . . . Burglars and hold-up men 
can’t get anything but credit cards .. - 
Why steal it when all you have to do is 
charge it?” 

A AA 


@ Some kind of social security legisla- 
tion now exists in 78 countries compared 
with 57 countries ten years ago. 
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PBA TRUST DIVISION ELECTS WOERNER 


John W. Woerner, vice president of 
Girard Trust Corn Exchange Bank, 
Philadelphia, was elected chairman of 
the Trust Division at the annual con- 
vention of the Pennsylvania Bankers 
Association held in Atlantic City, May 
4-27. He succeeds ae 
John L. Propst, 
vice president, 
Mellon National 
Bank & Trust Co., 
Pittsburgh, who 
will remain on the 
Executive Com- 
mittee. 


Other officers elected were: Vice 
Chairman—Merle B. Mitcham, vice 
president and trust officer, First Seneca 
Bank & Trust Co., Oil City; and Treas- 
urer—George M. Fehr, trust officer, 
Commonwealth Trust Co., Pittsburgh. 





JOHN H. WOERNER 





GEORGE M. FEHR 
Pittsburgh 


MERLE B. MITCHAM 
Oil City 
Secretary of the Division is Belden L. 
Daniels, executive manager and secre- 

tary of the PBA. 

Summarizing the achievements of the 
Trust Division in the past year, Mr. 
Propst reported that the Tri-State Con- 
ference Committee, in conjunction with 
the New Jersey and New York com- 
mittees, had decided against taking in 
ither neighboring states. The trust 
Training School this year completes its 
three-year cycle. Some 91 of those who 
attended in 1957 returned in 1958, and 
alike response is expected in 1959. Also 
interest in other parts of the country is 
ilustrated by advice from a neighboring 
late that as many as 50 would like to 
attend. Out-of-state registrations, how- 
er, must of necessity wait until 
Pennsylvania applicants have been ac- 
cmmodated. Mr. Propst also high- 
lighted the 32nd annual Trust Confer- 
‘nee in Harrisburg, which was reported 
in T&E last month (p.490). 

A strong plea for well organized, 
lana sement-supported, profitable trust 
dep: ‘ments was made by Mr. Woerner 
it his acceptance address. Every trust 
depariment should be operated to make 
toncy, he said. The profit motive is 
tatural, ethical anda reasonable ex- 
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pectancy. In no way does it conflict 
with the high ideals and principles of 
trusteeship. On the contrary, he said, 
trust profits are evidence of sound plan- 
ning, good organization and successful 
management. 

Factors which management must ap- 
praise, the new chairman said, include: 
the need for trust services in the bank’s 
operating area; the bank’s ability to 
render quality trust service; recognition 
by management of the importance of the 
trust department; ascertainment of costs 
and their control and analysis; establish- 
ment of fees commensurate with duties 
and responsibilities; adequate promo- 
tion, advertising and selling of trust 
services, “In almost every instance it is 
within the power of management to 
correct the unfavorable ones and to 
turn an unprofitable operation into one 
that will make its fair contribution to 
the profits of the bank.” 


Charitable Gifts 


The scope of private philanthropy in 
this country increased from about $4.25 
billion in 1949 to $7 billion in 1958, 
Paul B. Branin said in his address on 
“Our Obligations and Our Opportunities 
in the Field of Philanthropy.” Mr. 
Branin, who is a senior trust officer of 
Girard Trust Corn Exchange Bank, 
noted that the 1958 figure included 
$500-$600 million in corporate gifts, 
$650 million in foundation gifts and 
$350 million in bequests. “The rise dur- 
ing the 1949-1958 period may be 
credited to taxpayer benefits achieved 
through the Internal Revenue Code, the 
entrance of corporations into the field of 
philanthropy, and the substantially in- 
creased giving of the Ford Foundation.” 
In the Philadelphia area alone, he esti- 
mated, there are 106 foundations estab- 
lished by corporations, families or under 
some trust arrangement in excess of 
$10,000 — some of them substantially 
in excess of that amount. This does not 
include trusts for specific charitable 
purposes. 

It is the obligation of bankers to pro- 
vide financial support, personally and 
corporately, for the charitable activities 
of the community, the speaker observed, 
and most of them would concede that 
this is becoming a burden. What 
bankers can do toward meeting the 
effects of inflation and increased de- 
mands upon charitable organizations is 
to participate actively to insure that 
private money available for charitable 
purposes is wisely utilized and that all 


members of the community bear their 
fair share of the burden. The institu- 
tion whose officers occupy a position of 
leadership in charitable activities cannot 
help but benefit when such agencies re- 
quire banking services, commercial or 
trust. 

Bankers must also educate their cus- 
tomers as to intelligent support of 
private charity, recognizing a greater 
incentive for those in higher income tax 
brackets. Many people do little or 
nothing simply because they are be- 
wildered. In this connection one should 
remember (a) the tax advantages of 
donating securities themselves rather 
than selling them with large capital 
gains; (b) the opportunities for an 
older person to establish a charitable 
trust with life income for himself; and 
(c) creation of a charitable foundation 
by a corporation with the responsibilities 
of investment and distribution trans- 
ferred from management to trustees. 

The corporate trustee is in a position 
to be of service both to the younger and 
less experienced charitable institution 
and to those that are long established 
and have accumulated substantial funds. 
It can act as trustee or as agent. Such 
service is particularly valuable where a 
charitable foundation is not in position 
to employ a full staff of its own. 

Community trusts at the end of 1957 
numbered 135 and administered $159,- 
000,000. With very few exceptions, 
banks and trust companies are the 
trustees. There are ten such community 
trusts or foundations in Pennsylvania.* 

Finally, Mr. Branin pointed out, 
bankers can make sure that trusts they 
administer for general charitable pur- 
poses are used intelligently to meet criti- 
cal needs. Providing hot meals for the 
aged and infirm who cannot provide for 
themselves and working to overcome 
juvenile delinquency, for example, il- 
lustrate the kind of experiments for 
which financial support requires leader- 
ship and courage. “It is that type of 
leadership which we can provide.” 

*Altoona, Greensburg, Grove City, Harrisburg, 


Lancaster County, Philadelphia, Pittsburgh, Scran- 
ton, Warren and Williamsport. 


A 
TRUST SPEAKER ADDRESSES BANKERS 
CONVENTION 


A new feature of the Trust Division’s 
program at the annual meeting of the 
Oklahoma Bankers Association on May 
7 was the presentation of the usual 
luncheon speech before the entire con- 
vention. Rupert N. Gresham, San An- 
tonio attorney, spoke on “Estate Plan- 
ning — Yours and Your Customers’.” An 
informal business meeting of the Trust 
Division was held the same afternoon. 
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Legislation affecting Trusts and Estates 


(Third 1959 Report) 


ALASKA 
Ch. 148: Adopts Uniform Stock Trans- 
fer Act. 
ARIZONA 


Ch. 77: Adopts Uniform Simultaneous 
Death Act. 


ARKANSAS 
Act. 203: Amends Uniform Simul- 
taneous Death Act (Secs. 61-124-130). 
CALIFORNIA 
Ch. 122: Adds Sec. 1073 to Civil 


Code, denying applicability of worthier 
title doctrine in California and providing 
instead that grant to grantor’s own heirs 
or next of kin shall be determined by 
general rules applicable to interpreta- 
tion of grants. 

Ch. 195: Amends Probate Code Sec. 
630 to extend group who may collect 
sums due to or from small estates (under 
$1,000) to include issue of deceased 
brothers and sisters of decedent. 


Ch. 308: Amends Probate Code Sec. 
585 and Financial Code Sec. 640 8:5 to 
permit fiduciaries to deposit estate funds 
in insured savings and loan associations 
as well as banks. 


COLORADO 


H.B. 144: Provides that property of 
illegitimate will descend to his father 
as well as mother, and illegitimate may 
inherit from father as well as mother, 
if father has acknoweldged child, it is 
no longer necessary for parents to inter- 
marry. 

H.B. 231: Eliminates necessity for giv- 
ing Inheritance Tax Commissioner 13 
months’ notice of election to take option- 
al valuation date; election is now made 
by filing amended return, showing elec- 
tion, within 15 months after death. 


H.B. 233: Provides that agreement to 
make will or to refrain from making or 
revoking will shall be void unless in 
writing and signed by party charged 
therewith; wills containing mutual or 
reciprocal provisions shall not be evi- 
dence that such wills were made in con- 
sideration of each other. 

H.B. 235: Provides that if decree of 
heirship is entered relying on intestacy, 
or decree probating will, or denying 
probate, is entered, and such decree is 
subsequently set aside or modified, such 
action shall not impair rights of person 
who, in reliance upon first decree, in 
good faith, for value, and without 
notice, purchased property or acquired 
lien upon property; if person entitled 
to property cannot recover it, he may 
recover equitable amount from person 
who first received property, and may 
have action in damages against any per- 
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son who has unlawfully or negligently 
failed to present will for probate. 


H.B. 236: Amends Sec. 76-1-5 to 
simplify language required to create 
joint tenancy with right of survivorship 
in any personal property. 

H.B. 237: Gives legal authority to 
probate court to enter order of partial 
distribution of estate. 

H.B. 241: Amends Sec. 152-12-5 to 
provide that court may, after filing of 
claim against estate, require subsequent 
proceedings in connection with such 
claim, including trial, to be conducted in 
accordance with rules of civil procedure. 

H.B. 242: Revises Sec. 152-7-4 (small 
estates law) to include estates whose 
value is less than amount of widow’s or 
minor’s allowance; requires more infor- 
mation in petition for distribution, pro- 
hibits filing of petition until thirty days 
after death, and specifies with more par- 
ticularity persons to whom such estate 
may be distributed; also permits setting 
aside of order within six months, but 
such shall not affect title of any good 
faith purchaser of any distributed asset. 

H.B. 243: Increases to $3,000 annual 
exclusion in computing state gift taxes, 
in case of gift to class A beneficiary; 
makes state law conform to federal law 
in classifying gifts to minors as being 
not gifts of future interests in certain 
cases. 

H.B. 245: Provides that after ex- 
piration of period for filing fifth class 
claims, claimant or any person in inter- 
est may petition court for order to pay 
claims; court shall order payment of 
such claims as should be paid, and per- 
sonal representative may be penalized 
for failure to comply with order. 

H.B. 398: Adopts Uniform Act for 
Simplification of Fiduciary Security 
Transfers. 

H.B. 410: Permits original wills to be 
reproduced on film as permanent rec- 
ord, in lieu of former requirement that 
they could be preserved only in well 
bound book. 


S.B. 172: Permits bequest to trustee 
of inter vivos trust even though subject 
to subsequent modification or amend- 
ment; unless will otherwise provides, 
property will be governed by terms of 
trust as they exist at time of death even 
though they have been changed subse- 
quent to execution of will. 

S.B. 173: Provides that life insurance 
policy may designate as beneficiary or 
alternate beneficiary trustee of living 
trust agreement, or trustee named in or 
ascertainable under will of insured; in- 
surance proceeds so paid shall, so far as 
creditors and inheritance tax are con- 
cerned, retain attributes of life insur- 
ance proceeds. 


S.B. 174: Permits beneficiary to dis. 
claim in writing whole or part of benefits 
from estate; if made within six months 
after probate of will, or appointment of 
administrator in intestate estate, dis. 
claimer is retroactive to date of death, 

S.B. 175: Makes technical revision of 
Uniform Principal and Income Act to 
clarify allocation between principal and 
income of partial liquidations of ¢or. 
porations. 


S.B. 178: Puts mother on equal foot- 
ing with father in right to administer 
minor child’s estate; if father, mother 
or ward over 14 can be served with 
personal service in Colorado and does 
not join in petition, he must be notified 
of petition for appointment; temporary 
guardian may be appointed. 

S.B. 181: Provides that if six months 
after date of death, no demand has been 
made by resident creditor or personal 
representative, debtor of nonresident de- 
cedent or ward or holder of property of 
nonresident decedent or ward may pay 


such indebtedness or deliver such proper- | 
ty to foreign personal representative, up- | 
on order of court appointing such for- 


eign personal representative. 


S.B, 282 & 283: Revise certain inheri- | 


tance tax fees. 


GEORGIA 


Act 234: Requires two copies of sum- | 


mons or other process for each de- 


fendant to be served on Secretary of | 


States, with two copies for each de- 
fendant, where action is brought against 
foreign corporate fiduciary. 

Act 261: Makes obligations of Augusta 
Port Authority legal for fiduciary in- 
vestment. 

Act 370: Authorizes executors and ad- 
ministrators to sell livestock upon ob- 
taining court order. 


ILLINOIS 


Ch. 3: Amends Ch. 3, Sec. 248 to per- 


mit resident of any other state or Dis- 


trict of Columbia, not qualified to act as | 


administrator by reason of non-residence, 
to nominate administrator in order of 
statutory preference. 


INDIANA 


Ch. 72: Makes legal for trust invest- 
ment revenue obligations issued by trus- 
tees of Indiana University, Purdue and 
State College Teachers Board. 


IOWA 


S.B. 172: Adopts Uniform Gifts 1 
Minors Act. 

S.B. 253: Amends Sec. 638.34 to Te 
quire adding in personal representative’s 
final report data as to afterborn children 
of testator and relationship of benefi- 
ciaries to latter. 

S.B. 320: Provides for creation of 
joint accounts with right of survivorship 

(Continued on page 641) 
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ESTATE TAX 





Stock dividend received within one 
yar of decedent’s death includible in 
gross estate under alternate valuation. 
At date of death, decedent was possessed 
of substantial common stock holdings. 
Some ten months later, stock dividend 
was declared on common stock. Company 
hd earnings during this period in excess 
of amount of cash dividends which it 
paid, and amount which it charged to 
capital account when such stock dividend 
was capitalized. Commissioner included 
value of stock dividend in decedent’s 
gross estate on alternate valuation date. 
Executor argued that dividend should be 






















§ treated as if it had been paid in cash, 





and not includible as of alternate valua- 
tion date, because corporation had suffi- 
tent earnings to pay cash dividend. 
HELD: For Commissioner, Property 
which is “included property” as of date 
of decedent’s death remains “included 
property” for optional valuation purpose 
even though its form has changed during 
oe year period after death. Stock divi- 
dend did not constitute income to es- 
tate, but represented readjustment of 
stockholder’s interest. It is to be taxed 
together with underlying shares. Est. of 
John Schlosser v. Comm., 32 T.C. No. 
2%, Apr. 30, 1959. 



















Interest on amount due for payment 
of decedent’s partnership share not in- 
tludible in gross estate. Under terms of 
partnership agreement, estate of de- 
teased partner was entitled to six per 
tent interest on installment payments re- 
quired to buy out decedent’s interest. 
After decedent’s death, dispute arose as 
to construction of partnership agreement, 
and as result thereof, executor of estate 
and surviving partner entered into new 
agreement, pursuant to which surviving 
Partner paid $12,505 to beneficiaries, in 
settlement of interest due and to be- 
tome due, Commissioner included inter- 
‘st veceived in decedent’s gross estate. 

HELD: For estate. Had partnership 
agrcement been promptly carried out, 
state would have had no right to inter- 
est icem, It represented fair amount due 
for use of estate asset in business, and 
Was in no way shown to be substitute 
for capital. It did not, therefore, repre- 
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FEDERAL TAX NOTES 


SAMUEL J. FOOSANER 
Foosaner, Saiber & Schlesinger, Newark, New Jersey 


sent asset of estate at decedent’s death. 
A. Mandel, Exr. v. Sturr, 2nd Cir., Apr. 
29, 1959. 


INCOME TAX 


Lump-sum distribution of pension 
benefits upon separation from _ service 
taxable as capital gain. Taxpayer had 
separated from employer’s service and 
was entitled to distribution of his bene- 
fits under company’s pension plan. Plan 
was later terminated due to change of 
ownership of company. At time taxpayer 
was actually separated from service of 
employer, plan had not been definitely 
terminated, and he had received no pay- 
ments. Two months later, he received 
lump-sum. distribution. Commissioner 
took position that distribution was tax- 
able as ordinary income on ground that 
it was distribution made upon termina- 
tion of plan, 

HELD: For taxpayer. Although meth- 
od by which taxpayer was paid may have 
resulted from termination of plan, pay- 
ment itself was made on account of tax- 
payer’s separation from service. Since 
lump-sum distribution was paid within 
one year, it qualifies for capital gain 
treatment. T. E. Judkins v. Comm., 31 
T.C. No. 104, Feb, 25, 1959. 


Redemption of preferred stock due to 
business contraction not equivalent to 
distribution of dividend. Decedent was 
one of two stockholders of jewelry cor- 
poration, which prior to second World 
War had acted as wholesaler for two 
watch manufacturing companies. Cor- 
poration hoped to resume this activity, 
and therefore, during war years, held 
$50,000 of United States Treasury 
Bonds, which it intended to use as cap- 
ital for such purpose. Watch companies, 
in converting back to civilian produc- 
tion, decided to sell directly to retailers, 
rather than through wholesalers. Subse- 
quent thereto, and after decedent’s death, 
executor of estate and remaining stock- 
holder decided that capital which had 
been accumulated and segregated would 
not be needed, and that capital of cor- 
poration should be reduced to $50,000. 
Accordingly, $50,000 of preferred stock 
was retired by payment to holders there- 
of of $50,000 in United States Treasury 
Bonds, owned by corporation. Commis- 








sioner held redemption to be essentially 
equivalent to distribution of dividend to 
estate. 


HELD: For estate. There were bona 
fide business reasons and purpose for 
action. Since stock had been retired and 
capital reduced because of contraction of 
business, and change in corporate activi- 
ties, distribution was not essentially 
equivalent to dividend. Est. of A. Frisch 
v. Comm., T.C. Memo 1959-74, Apr. 20, 
1959. 


REVENUE RULINGS 


Estate Tax: Charitable deduction al- 
lowed where contingency is remote. De- 
cedent devised estate in trust to pay 
income to his two daughters for life, 
with remainder to their issue, upon death 
of survivor. If no issue was surviving, 
remainder of corpus devolved to chari- 
table corporation. At time of decedent’s 
death, one daughter was 59 years old 
and unmarried, and other daughter was 
55 and married. Neither had ever had 
any children. 


Service rules that statistical probabil- 
ity of children being born to woman 
aged 55 or older is so remote as to be 
negligible. Thus, charitable deduction is 
allowable for value of remainder inter- 
est. Rev. Rul. 59-143, I.R.B. 1959-17, p. 
13. 


Gift Tax: Effect on gift tax exclusion 
where beneficiary has right to extend 
trust beyond age 21. Trust  instru- 
ment provides that income and corpus 
may be expended for minor beneficiary 
prior to his attaining age 21, and that 
upon reaching that age, he may compel 
immediate distribution of corpus or elect 
to extend term of trust, and receive dis- 
tribution in accordance with terms of 
trust instrument. In such event, he will 
receive distributions of one-third of 
corpus at 25, one-third at 29, and balance 
at 33. Section 25.2503-4(b)(2) of Gift 
Tax Regulations provides that gifts in 
trust for minors to age 21 will qualify 
for annual exclusions where minor, upon 
reaching 21, has right to extend term of 
trust. 

Service rules, however, that regulation 
was designed to apply only to extension 
by donee upon such conditions as he 
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might freely choose, and not upon con- 
ditions set out by donor in trust instru- 
ment. To permit donor to make condi- 
tions is not consistent with absolute 
ownership by donee intended by statute. 
Transfer under these conditions does not 
qualify for gift tax exclusion. Rev. Rul. 
59-144, I.R.B. 1959-17, p. 14. 


Income Tax: Fiduciary return required 
where title to trust property is in bene- 
ficiaries but control retained by trustees. 
Under terms of trust instrument, income 
from property was payable to decedent’s 
son for life, and upon son’s death, prop- 
erty was to be distributed to son’s chil- 
dren. It was further provided that if 
any portion of property should vest in 
any beneficiary before his or her attain- 
ing 21, then such portion was to be re- 
tained by trustees, to invest and rein- 
vest, and apply net income in their dis- 
eretion for support and maintenance of 
such person during his or her minority. 
Life income beneficiary died leaving 
minor children and, under state law, 
legal title to property vested in benefi- 
ciaries. 

Service holds that trustees must file fi- 
duciary income tax returns reporting in- 
come from trust, and will be entitled to 
those deductions provided by law. Al- 
though minor children had legal title to 
property, they had no control over such 
property or income therefrom. Full con- 
trol remaining in trustees, fiduciary re- 
turn must be filed by them. Rev. Rul. 59- 
154, ILR.B. 1959-18, p. 11. 


Income Tax: Renewal commissions re- 
ceived by widew not subject to self- 
employment tax. Decedent at time of 
his death was entitled to certain renewal 
commissions on life insurance policies 
written by him. After his death, renewal 
commissions were paid to his widow pur- 





suant to terms of his contract with com- 
pany. 

Service holds that these renewal com- 
missions do not constitute earnings from 
self-employment in hands of widow. To 
be subject to self-employment taxes, 
trade or business must be carried on by 
individual, either personally or through 
agents or employees. Since renewal com- 
missions received by widow were not de- 
rived from any business carried on by 
her, they do not constitute net earnings 
from self-employment. Rev. Rul. 59-162, 
I.R.B. 1959-19, p. 17. 


Income Tax: Effect of active military 
service on restricted stock options. Serv- 
ice has ruled on number of situations 
concerning effect that active military 
service has upon employer-employee re- 
lationship for purposes of restricted 
stock option. 


Where option is granted while optionee 
is on extended active military duty, such 
option does not qualify as a restricted 
stock option because at time option is 
granted, legal and bona fide relationship 
of employer-employee does not exist. 
wih) primary test of direction and con- 
‘aol by employer is not satisfied, required 
relationship is not present. 

Where option is granted before op- 
tionee enters active military service and 
is exercised by him at time when he is 
on leave of absence on active military 
duty, such option will qualify as re- 
stricted stock option, provided other 
statutory tests are satisfied. To receive 
favorable tax treatment, optionee at time 
option is exercised must be employee of 
employer, or must have been employee 
within three months of date of exercise. 
Strict employer-employee relationship 
necessary at time option is granted will 
not be applied when exercised. 
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Where restricted stock option granted 
before optionee enters active military 
service is exercised after return to 
civilian employment with optionor ¢or. 
poration, such option will qualify «s re. 
stricted stock option, if employment re. 
lationship is unbroken by virtue of staty- 
tory right of re-employment or under 
leave of absence. Rev. Rul. 59-140, LR.B. 
1959-17, v. 10. 


Estate Tax: Contributions to State Bar 
Association deductible for Federal es. 
tate and gift taxes. State Bar of certain 
state was organized pursuant to statute 
as public corporation. It had qualified 
for exemption from income taxes as in- 
strumentality of state. It performs func- 
tions of public nature customarily per- 
formed by government instrumentalities, 
Service rules that contributions made 
to or for use of State Bar which exercises 
governmental functions and is not subject 
to Federal income tax are deductible for 
estate and gift tax purposes. Rev. Rul. 
59-152, I.R.B., 1959-18, p. 9. 


Income Tax: Contributions to post or 
organizations of war veterans are de- 
ductible. Many war veterans’ organiza- 
tions have small percentage of members 
who have served in established branch 
of armed forces, but have not served 
during period of war. 

Service rules that if organization is 
essentially war veterans’ organization, 
fact that small percentage of members 
have not served during period of war, 
will not, of itself, preclude organization 
from qualifying under section 170(c) (3) 
of 1954 Code as organization to which 
contributions are deductible. Rev. Rul. 
59-151, IL.R.B. 1959-18, p. 8. 


Income Tax: Loss allowable in trans- 
actions between fiduciaries of trusts act- 
ing in individual capacity. Trustee, act- 
ing on his own account, sold certain 
securities at loss to another trustee who 
was also trading on his own account. 
Both were trustees of separate trusts 
created by same grantor. 

Service rules that so long as trustees 
of common grantor are dealing with per- 
sonal funds, or property not derived from 
original grantor, losses sustained in se 
curity transaction entered into by them 
are deductible for income tax purposes. 
Rev. Rul. 59-171, I.R.B. 1959-20, p. 9. 


A A A 


@ A novel method of obtaining {fair 
division of an estate was quoted by Se. 
Sam J. Ervin, Jr., (D, N.C.) when com 
ferring with the armed services col 
mittee. A canny Scottish judge, he said, 
was confronted with bitter haggling be 
tween two brothers. “Let one prothe! 
divide the estate,” the judge ruled, “and 
the other have first choice on the div- 
sion.” 
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Law Students Win Drafting 
Prizes 


Twenty students of the Law Schools 
of Boston College, Boston University, 
Harvard and Suffolk University were 
presented last month with checks in 
recognition of prize-winning papers sub- 
mitted by them in the third annual Es- 
tate Planning and Drafting Contest 
sponsored by the Boston Safe Deposit 
and Trust Co. The awards were made 
ata dinner on May 5. 

Recipients of the prizes included: 
Richard E. Bachman, John J. Bilafer, 
Richard C. Driscoll, Jr., Owen B. Lynch 
and John J. Mitchell, Jr. of Boston Col- 
lege; Myron Kaplan, Albert E, Fuller and 
Lawrence S. Gates of Boston University; 
Theron F. Miller and Bertrand Pollack 
of Suffolk University; and Isaac D. Rus- 
sll, Mord Bogie, Frank E. Babb, Charles 
L, Edson, Robert L. Ridgley, Peter M. 
Matoon, William C. Ughetta, Robert M. 
Borden, Lionel Savadove, and Bruce H. 
Simon, all of Harvard. 


A ADB 


WILL DRAFTING CONTESTS LOOK 
TO FUTURE 


Sixty per cent of the 100 members of 
the legal fraternity who have partici- 
pated in the six annual Estate Planning 
add Drafting Contests sponsored by 
Security Trust Co., Lexington, Ky., are 
now practicing law within the bank’s 
trade area. During each contest, accord- 
ing to Homer L. Drew, assistant vice 
president and trust officer, the partici- 
pants listen to one or more lectures by 
atrust officer on estate planning and 
drafting, with empkasis on the particu- 
lr roles of the attorney and the cor- 
porate executor and trustee. 

The contests are conducted with the 
cooperation of the Fayette County Bar 
Association and the College of Law at 
the University of Kentucky. Awards are 
presented as part of Law Day exercises 
m the University campus. 





At dinner given by Bos- 
ton Safe Deposit and 
Trust Co. in honor of 
winners in its third an- 
nual Estate Planning and 
Drafting Competition for 
law school students: Pro- 
fessor W. Barton Leach 
of the Harvard Law 
School (left), who was 
the chief “speaker,” re- 
galed the audience with 
his noted ability to make 
pertinent remarks in 
rhyme while accompany- 
ing himself on the ac- 
cordian. Ralph Lowell, 
chairman of Boston Safe, 
Dean Frederick H. Me- 
Dermott of the Suffolk 
University Law School, 
and Donald O. Smith, of 








Warner, Stackpole, Stetson and Bradlee, author of problem submitted to competing 
students, are obviously enjoying the professor’s efforts. 





THREE WIN WILL PRIZES 


Three students were awarded prizes 
on May 29 in the will-drafting profi- 
ciency contest which the Union Com- 
merce Bank of Cleveland sponsored 
among law school students of Western 
Reserve University. The awards, pre- 
sented by Dean Edgar I. King of the 
School of Law, went to Melvin L. Klein 
($100), Richard A. Keeney ($50) and 
Joseph Kalk ($25). 

The prizes were given at a luncheon 
at the Union Club, attended by Dean 
King and faculty members as well as 
Union Commerce Bank officials, 

A AA 
ESTATE PLANNERS DAY IN BOSTON 

The Boston Chapter of Chartered Life 
Underwriters sponsored its annual Es- 
tate Planning Day on May 21. Topics 
covered were policy ownership, by Robert 
J. Lawthers of New England Mutual; 
deferred compensation, by Hugh H. Mac- 
Kay of State Mutual; profit sharing, by 
E. A. Starr of Connecticut Mutual; and 
private annuities, by William B. Lynch 
of Seefurth & McGiveran Consulting 
Services, Chicago. 





At dinner where awards were made on May 19 to winners of the will drafting contest 





ponsored by Kings County Trust Co. of Brooklyn (1. to r.): Surrogate Maximilian Moss, 
Chairman of Judges’ Committee; John C. Glenn, Brooklyn Law School, second prize ($50), 


Pohis. 


firs 


Lay: 


t Administrator of Queens County, N. Y.; John C. Sprizzo St. John’s University 
Schoo! of Law, second prize ($50) ; Charles P. Martin, St. John’s University School of Law, 
vrize ($100); patrolman, Nassau County Police Dept.; William Tschirhart, Brooklyn 
~t School, first prize ($100); George Gray, vice president, Kings County Trust Co. 
ac 


contestant received a subscription to Trusts AND Estates with the trust company’s 
compliments. 
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TRUST DEPARTMENT Host To LAW CLASS 


The trust department of City National 
Bank & Trust Co., Kansas City, Mo., on 
May 6 was host to the estate planning 
class of Kansas University Law School 
at an all-day seminar, The group, in- 
cluding 10 students and three faculty 
members, toured the trust department, 
met with division heads, had lunch in 
the bank’s dining room, and in the af- 
ternoon heard a panel discussion of the 
estate pJanning problem assigned to the 
class this semester. 


On the panel were Tom H. Parrish, 
Kansas City attorney; Arthur H. Bowen, 
of Arthur Young & Company, account- 
ants; William Scott of Massachusetts 
Mutual Life Insurance Co. and H. L. 
Miller, vice president and personal trust 
officer for City National. Gerald M. 
Lively, vice president and trust officer 
of the bank, was moderator. 








WILL CONTEST WINNERS 


Edward C. King, Dean of the School of Law 
of the University of Colorado, Boulder, pre- 
sents to James A. Ryan at the Honors Day 
Ceremonies the Central Bank and Trust 
Company (Denver) Trust Department 
Scholarship Award of $300 as winner of 
Estate Planning Contest. William J. Bowe, 
Professor of Law and the head of the Estate 
Planning Course, is at the left. Scholarship 
is awarded by the trust company each 
semester in which the course in Estate Plan- 
ning is offered to a student for the purpose 
of doing further research in Estate Planning. 
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JOHN Foster DULLEs, late Secretary 
of State of the United States, by his 
will executed last July 25, left all his 
real property to his wife, together with 
all personal and household effects and 
such documents, records and correspond- 
ence as his executors do not turn over 
to Princeton University. Mrs. Dulles is 
also named beneficiary of a trust of the 
residuary estate, from which she is to 
receive the income and so much of the 
principal as the trustees deem “advis- 
able and in her best interests.” Upon 
her death the trustees are directed to 
pay over one-half of the principal to the 
testator’s son John and continue the bal- 
ance “in trust ‘for the support, main- 
tenance and education of any one or more 
of my daughter, Lillias Dulles Hinshaw 
and her children from time to time living 
in such manner and in such proportions 
(with full discretion to exclude any one 
or more of them and to make applica- 
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tion in equal or unequal proportions) as 
the trustees may deem desirable.” Dur- 
ing the daughter’s life the trustees are 
also authorized to apply for her benefit 
such amounts from principal, including 
the whole thereof, as they may deem ad- 
visable and in her best interests. The 
balance of the trust remaining at the 
daughter’s death is to be distributed in 
equal shares per stirpes to her then 
living issue. 

To John, the late Secretary also left 
$100,000 outright, and to his other son, 
Avery, a member of the Jesuit order, 
$5,000 with the explanation that no 
further provision was being made for 
Father Dulles “not because of any lack 
of affection for him but because special 
circumstances in his case make further 
provision seem inappropriate and un- 
necessary.” 

Three sisters were bequeathed $10,000 
each, while two partners in Mr. Dulles’ 
former law firm will share $25,000. A 
gift of $5000 “for use in connection with 
its efforts to promote world order and 
international good will’ was made to 
the National Council of Churches of 
Christ in the United States of America; 
a similar amount goes to the Brick Pres- 
byterian Church, New York Public Li- 
brary, and Indiana University, while 
Union Theological Seminary and Prince- 
ton receive $10,000, the latter with the 
“hope that it will be used to help main- 
tain such of my documents, records, 
papers, correspondence and memoranda 
which the University shall receive” from 
the executors. 

Inasmuch as the marital deduction was 
not availed of, the wili provided for the 


traditional presumption, in case of simul. 
taneous death, that the beneficiary shaj] 
be conclusively deemed not to have syr. 
vived the testator. The Bank of New 
York and “such person as shall be desig. 
nated by the firm of Sullivan & Crom. 
well” are named executors and trustees, 


CHARLES D. DALLAS, retired chairman 
of Revere Copper and Brass, Inc., dj. 
rected that the balance of a $700,000 
trust which he had established during 
his lifetime with the Palmer First Na. 
tional Bank and Trust Co. of Sarasota, 
Fla., be divided between his wife and 
two daughters, one-half the trust to be 
subject to the marital deduction. A sec. 
ond irrevocable trust of life insurance 
in the sum of $100,000 had also been 
created for their benefit. The residuary 
estate under the will, totaling approxi- 
mately $338,000, is poured over into the 
inter vivos trust. 























ALBERT L. VILES, former president of 
the Rubber Manufacturers Association, 
Inc., left an estimated probate estate of 
$100,000 in addition to the remainder of 
about $200,000 in a marital deduction 
trust set up under his wife’s will. After 
specific bequests of art objects and fur- 
nishing and cash _ legacies totaling 
$11,600, the residuary estate, which in- 
cludes the property over which Mr. Viles 
was given a power of appointment, is 
left in trust, in two equal shares, for 
the benefit of the wife’s sister and 
nephew but subject to a charge for the 
support of the testator’s own sister. Up- 
on the death of the income beneficiaries, 
the balance is to go to surviving issue, 
per stirpes. The First Westchester Na- 
tional Bank of New Rochelle and an 
individual are named executors and trus- 
tees. 
























Other recent corporate fiduciary «p- 
pointments : 

GEORGE H. NETTLETON, professor emeri- 
tus of English and former dean of Yale 
College: First New Haven National 
Bank, co-executor and co-trustee. 

FREDERICK W. JACKSON, a senior palt- 
ner in the leading New York law firm 
Shearman & Sterling & Wright; Sun- 
mit (N. J.) Trust Co., co-executor. 
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ESTATE PLANNING COUNCIL ACTIVITIES 


Central Arizona—On May 4 Gordon 
Farrar and James Powers discussed “Es- 
tate and Family Problems of the Small 
Business Man.” Officers elected for the 
ensuing year are: Pres.—Bernard A. 
Vitek, trust officer, Phoenix Title & Trust 
Co.:; Vice Pres—Rulon E. Rasmussen, 
life underwriter; Sec.—Maynard P. 
Goudy, attorney; Treas.—Donald A. 
Brunell, accountant. 


Southern Arizona—On May 18 Prof. 
James Lenoir of the University of Ari- 
zona College of Law spoke on estate and 
gift problems, specifically about Comm. 
». Chase Manhattan Bank, 259 F.2d 831. 

At the beginning of the program coun- 
cl member Ed Lowry, who is assistant 
trust oficer of Valley National Bank, re- 
ported on a recent article of current in- 
trest from TRUSTS AND ESTATES (see 
letter at p. 525). 

Central Arkansas—On May 28 John 
M. Zuber, vice president and trust officer 
of Republic National Bank, Dallas, spoke 
om “Life Insurance from the Trust Offi- 
ver’s Point of View.” ‘ 

East Bay (Cal.)—On May 11 “The 
Gift of Securities to Minors Act, and its 
Tax Problems” was discussed by Robert 
S. Rutledge, attorney, and O. S. Raines, 
J, assistant trust officer of Oakland 
Bank of Commerce. 

A unique method of presenting its 
material was developed by this Council 
for its fourth annual estate planning 
conference held in Berkeley on May 9. 

Each subject was introduced by a 
prepared skit following which a panel 
of professionals discussed methods of 
neeting the problem portrayed. The five 
kits were entitled respectively: “My 
Dad just died. What do I do now” (steps 
in probate): “How can a widow save 
laxes?” (gift and estate taxes, different 
kinds of property) ; “Uses of Trusts in 
family Planning”; “Living, my client 
i’ wealthy; dead he’s broke” (asset 
valuation, record keeping, who should 
own what, impact of wife’s prior death, 
tte.): “I want to retire” (costs, tax 
dlects and advantages of various 
nethods of financing retirement). 

One hour was allotted for each skit 
and its panel discussion. The printed 
program of the Conference stated that 
twas for “investors, business operators 
nd others owning substantial assets” 
inc carried a list of the sponsoring or- 
gai: !zations. 
fresno—On May 22 the following of- 
icers were elected for the ensuing year: 


Pre —Raymond S. Volkman, life un- 
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derwriter; Vice Pres.— William H. 
Stark, C.P.A.; Treas——Paul Asperger, 
attorney; Sec.—Louis I. Mallette, trust 
officer, Title Insurance & Trust Co., will 
complete his unexpired term. 


Sacramento—On April 30 Edwin Mc- 
Innis, vice president, Bank of America, 
San Francisco and in charge of statewide 
trust promotional activities, spoke on 
“How Corporate Trustees Invest the 
Funds of Estates and Trusts.” 


Connecticut—On May 19 Dr. Taafil 
A. Michalski, formerly of the University 
of Krakow, Poland, spoke on two sub- 
jects represented by books he has pub- 
lished—“My Observations of the United 
States” and “Inflation — Good or Bad.” 
Dr. Michalski received his doctorate in 
political science at Oxford and is pres- 
ently lecturing in this country for the 
Polish Government in Exile. Officers 
elected for the ensuing year are: Pres.— 
C. Theodore Trolin, New Haven, life 
underwriter; Vice Pres——Paul A. Peas- 
ley, vice president, Fairfield County 
Trust Co., Stamford; Treas.—Frank S. 
Brainard, New Haven life underwriter; 
Sec.—Ernest E. Schreier, Jr., trust offi- 
cer, Connecticut National Bank, Water- 
bury. 

New Haven—On May 18 the following 
officers were elected for the ensuing 
year: Chmn.—David P. Etzel, C.P.A.; 
Vice Chmn.—Philip N. Costello, Jr., at- 
torney; Sec.-Treas.—Ericsson B. Broad- 
bent, life underwriter. Plans for the com- 
ing year were discussed. 


East Coast, Fla. & Southeast Fla.—On 
May 29 and May 28, respectively, Gil- 
bert T. Stephenson, former director of 
Trust Research Department, Graduate 
School of Banking, spoke on “Trouble- 
some Provisions in Wills.” 


Northeast Florida—On May 1, John 


J. Trenam, Tampa attorney and nation- 





ally known speaker on taxes and estate 
planning, addressed the final meeting of 
the season. 

Hawaii—On May 16 the Council mem- 
bers were guests of the Bar Association 
of Hawaii at a meeting addressed by 
Joseph Trachtman. The speaker is a New 
York attorney, and New York legal edi- 
tor for TRUSTS AND ESTATES. 

Calumet-Hammond, Ind.—On May 21 
a typical estate problem was discussed 
by a panel consisting of Palmer C. Sin- 
gleton, Jr., Joseph Glotzbach, Ross 
Archer and Leo R. Boyle. Copies of the 
estate situation were sent to members 
with their notice of the meeting. 

Des Moines—On May 4 Allan Her- 
rick, attorney, spoke on the subject, 
“Under Iowa Law, who is entitled to 
Life Insurance payable to the Estate?” 

Sioux City—At the completion of a 
successful season of monthly dinner 
meetings the following new officers were 
elected on May 25: Pres.—L. C. Jensen, 
assistant trust officer, Security National 
Bank; Vice Pres.—R. V. Williams, ac- 
countants; Sec.-Treas—A. R. Miller, 
cashier and trust officer, Woodbury 
County Savings Bank. 

Louisville—On May 8 James Fletcher 
Thornburg discussed non-qualified de- 
ferred compensation plans under the 
title “A Program to Encourage Senile 
Delinquency.” 

Boston—On May 5 Gen. Robert Cut- 
ler, chairman of the board of Old Colony 
Trust Co., spoke on “The Integrity of 
the U. S. Dollar.” Officers elected for the 
ensuing year are: Pres.—Franklin D. 
Jerome, vice president, Old Colony 
Trust Co.; Vice 
Pres.—Norman C., 
Hoffman, vice 
president, New 
England Trust 
Co.; Sec.—George 
S. Lawler, C.L.U., 
Bobst Agency of 
John Hancock Mu- 





F. D. JEROME 





TO SERVE 
YOU IN 


TEXAS 








Complete Trust and 
Banking Services 


- 
FIRST NATIONAL BANK 





OLDEST NATIONAL BANK IN FORT WORTH 


MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 


631 











tual Life Insurance Co.; Treas.—Robert 
B. Whittemore, general agent, Connecti- 
cut Mutual Life Insurance Co. 

Mississippi—On_ May 18 P. Philip 
Lacovara, managing editor of Trusts 
AND EstTATEs, spoke on “Effects of Infla- 
tion on Personal Trust Planning.” 

Kansas City, Mo.—After six months 
of organizational spadework, the Estate 
Planning Council of Kansas City was 
formally launched at a dinner meeting 
held on May 19. The membership, cur- 
rently limited to 40, is equally divided 
among attorneys, accountants, life 
underwriters and trustmen, sponsored 
by their respective professional sections. 

Gerald M. Lively, vice president and 
trust officer of City National Bank & 
Trust Co., was elected President, with 
the other officers: Vice Pres., John J. 
Foster, C.L.U., Northwestern Mutual 
Life and Kenneth M. Myers, attorney, 
Brewer, Myers & Branton; Sec., Russell 
W. Baker, attorney, Watson, Ess, Mar- 
shall & Enggas; Treas., Arthur H. 
Bowen, Jr., accountant, Arthur Young 
& Co. 

St. Louis—On May 5 “Estate Plan- 
ning in the Interest of Mr. & Mrs. Pub- 
lic” was discussed by Council member 
J. Harry Veatch, who is president of J. 
Harry Veatch & Associates, Inc., and 
general agent, Northwestern Mutual Life 
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New officers of the 
South Plains Trust 
and Estate Council 
(Lubbock, Texas): 
Verne Waldron, 
C.L.U., vice president; 
E. W. “Bud” Smith, 
vice president and 
trust officer, Citizens 
National Bank, imme- 
diate past president; 
Max Caraway, C.P.A., 
secretary-treasurer; 
and R. K. Harty, attor- 
ney, new president. 





Insurance Co. Attorneys and other non- 
members were invited as guests to this 
final meeting of the season. 


Central New Jersey—On May 26 Wil- 
liam E. Murray, New York attorney and 
lecturer, spoke on “Treatment of Cor- 
porations as Partnerships, and the 10- 
year Estate Tax Payment Plan.” 


Charlotte—The following officers were 
elected at the May 25 annual business 
meeting: Pres.——T. Edward Thorsen, 
C.L.U., New England Mutual Life; Vice 
Pres.——John Schuber, Jr., trust officer, 
Wachovia Bank & Trust Co.; Sec.—W. 
Pinkney Herbert, Jr., attorney; Treas.— 


E. J. Bamberger, C.P.A. 
Dayton—On May 7 William J. Kin- 


nally, special agent for Northwestern 
Mutual Life Insurance Co. in Milwaukee, 
spoke on “Who — When — Why — 
Where — The Procedural Phases of the 
Sales Process.” Officers elected for the 
ensuing year are: Pres.—Robert E. 
Casey, Northwestern Mutual Life Insur- 
ance Co.; Vice Pres—Graham Hopkins, 
Lincoln National Life Insurance Co.; 
Sec.-Treas.—Kenneth N. Graham, vice 
president, Winters National Bank & 
Trust Co. 

Philadelphia—On May 20 John J. 
Buckley, vice president, Provident 
Tradesmens Bank & Trust Co., spoke on 
“Taking the Mystery Out of Estate Plan- 
ning.” Officers elected for the ensuing 
year are: Pres.—Frederick G. Rogers, 
vice president, Fidelity-Philadelphia 
Trust Co.; Vice Pres.—Stephen D. 
Green, Jr., C.L.U., Provident Mutual; 
Treas.—Timothy L. Lingg, trust officer, 
Philadelphia National Bank; Sec.—Wil- 
liam T. Walsh, C.L.U., Equitable of U.S. 

Pittsburgh—On May 11 the “Invest- 
ment Situation in 1959” was discussed 
by Francis E. Crist, partner of Kay Rich- 
ards & Co., member of the New York 
Stock Exchange. 


Rhode Island—On May 18 Russell C. 





Harrington, former Commissioner of In. 
ternal Revenue, spoke on “My Experi- 
ences with the Internal Revenue Serv. 
ice.” Mr. Harrington had been scheduled 
to address the Council last October, but 
was unfortunately ill at that time. 

Brown County, S. D—On May 2 an 
Estate Planning Conference was spon- 
sored in Aberdeen. Of the 130 people 
who attended, 57 were from Aberdeen, 
and the rest from 28 communities in- 
cluding Rapid City (340 miles away) 
and Sioux Falls (220 miles away). The 
speakers were John P. Byron, Minneapo- 
lis attorney; Floyd L. Dwight, trust off. 
cer, First National Bank, Minneapolis; 
H. Mason King, C.L.U., Northwestern 
Mutual Life Insurance Co., Minneapolis; 
and Leonard A. Rapoport, C.P.A., of St. 
Paul. 

This Council is a study group meeting 
monthly in Aberdeen. Members come 
from distances up to 60 miles, and in- 
clude attorneys, life underwriters, ac- 
countants and trust officers. Programs 
have included “Columbus Plan” mate- 
rials and the Harris Text Book as well 
as addresses from the Estate Inheritance 
Tax Commissioner and an Internal Rev- 
enue Agent from the Gifts and Estate 
Division. Current officers are: Pres— 
Dennis Maloney, attorney; Vice Pres— 
Harlan Peterson, C.P.A.; Sec.—Douglas 
Blantz, attorney; and Treas.—LeRoy 
Crawford, life underwriter. 

South Plains (Lubbock, Tex.)—On 
May 22 the final meeting of the yeat 
featured a panel discussion with the 
panel composed of the following pa‘ 
presidents: Marion T. Key, moderator, 
Ralph Grimes, Tom Duggan, Don Dor 
man and E. W. Smith. Under Mr. 
Smith’s leadership this past seasom— 
with four guest speaker programs and 
the panel — the council obtained 93 
dues-paying members, a gain of 50% 
over any previous year. Newly elected 
officers — all from Lubbock -- al 
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Pres. —R. K. Harty, attorney; Vice Pres. 
Verne Waldron, C.L.U.; Sec.-Treas.— 
Max Caraway, C.P.A. 
Lynchburg—Officers elected for the 
ensuing year are: Pres.—William F. S. 
Gresham, Equitable Life Assurance So- 
ciety of the U. S.; Ist Vice Pres——John 
1. Percy, vice president and trust officer, 
lynchburg National Bank & Trust Co.; 
nd Vice Pres.—Ralph E. Burnette, 
CP.A.; Sec-Treas—B. M. Jones, Jr., 
CP.A. . 
Richmond—Officers elected on May 20 
for the ensuing year are: Pres.—Parks 
P. Duffey, Connecticut General Life In- 
surance Co.; Vice Pres.—William L. 
Nichols, trust officer, Central National 


Bank; Treas——Raymond FE. Williams, 



















of In. @ Northwestern Mutual Life Insurance 
cperi- (o.; Sec—Robert L. Gordon, Jr., vice 
Sery. president and trust officer, First & Mer- 
Juled g tants National Bank. 


but §@ Roanoke—On May 25 the following 
oficers were elected for the 1959-60 sea- 








Newly elected and retir- 
ing officers of Trust Divi- 
sion, Illinois Bankers As- 
sociation (1. to r.) : Clark 
W. Brogan (trust officer, 
National Bank of Mat- 
toon, one of the hosts of 
conference on April 29) ; 
John S. Parker (vice 
president, First National 
Bank and Trust Co., Rock- 
ford); Howard J. John- 
son, president (vice presi- 
dent and trust officer, 
American National Bank and Trust Co., Chicago) ; William H. Handrich, retiring president 
(trust officer, First National Bank of Belleville) ; and J. Rex Hovious (vice president and 
trust officer, Central National Bank of Mattoon, one of host banks). 








INVESTMENT COMPANY NOTES 
(Continued from page 586) 


Adds to Operations Manual 


Three new chapters have been added 
to the state’s Operations Manual by the 
Trust Operations Committee of the Flor- 
ida Bankers Association Trust Division. 
They are entitled: 

1. Stock Transfer Tax on Securities 
Registered in the name of a Nom- 
inee 
Social Security Claims 
. Handling of a Checking Account 

and Savings Fund Deposit in the 

name of a Decedent 


the stock exchange firm of Oppenheimer 
and Co. is offering a vehicle which 
would seem to have reached the ultimate 
in providing speculative opportunity for 
the mutual investor. The parallel to the 
speculative fervor in the stock market 
in general seems to indicate that this is 
indeed the peak of the boom. 


wn 


The new mutual can invest up to 25% 
of total assets in commodities and can 


2 an sn: Pres——Robert B. Sullivan, C.L.U.; 
spon: Vice Pres—Robert W. Kime, trust offi- 
eople Mountain Trust Bank; Sec.—John 
deen, H. Kennett, Jr., attorney; Treas.—Wil- 
s ine @ iam S. Hubard, counsel, Shenandoah 
way) Life Insurance Co. 

The @ Madison—On May 4 Ralph Hoyt, 


buy or sell on either a spot or future 
basis. Foreign exchange may be pur- 
chased or sold generally for future de- 
liveries extending from one to shortly in 


These are further additions to the Op- 
erations Manual prepared in an effort 
to standardize certain practices and pro- 
cedures in Florida and also to help trust 


eapo- Milwaukee attorney, spoke on “Practical 
t of. Problems Under Uniform Principal and 
volis: Income Act.” 
stern @  oronto—On May 5 “Estate Invest- 
solis: @ ent” was discussed by a panel consist- 
of St. @ img of: G. H. Beck, bond dealer; K. B. 
Andras, stock broker; and H. E. Lang- 
eting ford, president, Chartered Trust Co. 


come A A A 
d in- § CORRESPONDENCE 
, ac. (Continued from page 525) 


rams @ !sume in September and the reports on 
mate- @ these articles of current interest will be 
well @ continued then. 

tance @ Edward F. Lowry 
Rev- § Valley National Bank 


state MH lucson, Ariz. 


excess of six months. The fund can 
also sell stocks and bonds short pro- 
viding the total short position does not 
exceed the value of securities held long. 
Arbitrage in money as well as securities 
may be engaged in and along with this 
would necessarily follow short-term 
trading, but the latter within the 30% 
restriction of gross income to avoid im- 
pairing the Fund’s tax status. Like 
Townsend, Oppenheimer will lay stress 
on special situations in the securities 
field and also may make bank borrow- 
ings provided they have the statutory 
300% asset coverage. 


departments that are just starting. 
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When you’re in touch with Provi- 

















dent ‘Tradesmens you’re close to a 
vital source of valuable informa- 
tion on all trust and estate matters 
in the Keystone State. 
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A A A 
oa +] 
—e 
uglas 
Roy 
THE SEABOARD CITIZENS 
—0) 
ie NATIONAL BANK 
a Norfolk, Virginia 
ie “FIRST AMONG ALL NORFOLK BANKS” 
Mr. Estab. 1867 
ee 
18 Complete Corporate and 
507% Individual Fiduciary Services 
= Member Federal Deposit Insurance Corp. 











June 1959 








































Lae 


s 
7 


CURRENT LITERATURE 


By NoraH K. DONOVAN 
Member of the New York Bar 














ARTICLES 


A Decade of Future Interests 


BERTEL M. SPARKS. Virginia Law Review, 
April, 1959 (Charlottesville, $2.) 


A proper comprehension of the tax- 
ation of estates and property transfers 
is not possible, Professor Sparks says, 
without an understanding of the types 
of transfers and the nature of the 
estates permitted under our common law 
estate system. In this connection he ex- 
plains: “The secret to understanding 
both future estates and present estates 
is an awareness of successive ownership 
. . . When it is understood that the fee 
simple is the highest estate known to the 
law and that all other estates are frag- 
ments of the fee simple, this theory of 
successive ownership ceases to be esoteric 
and becomes concrete and practical.” 


In this important article, the author 
reviews the legislative and decisional 
efforts of the past decade to remove out- 
moded forms of feudal lore and medieval 
doctrine in order to bring the law of 
future interests in line with the social 
and economic necessities of the times. 


1958 ANNUAL SURVEY OF 
AMERICAN LAW 


Trusts and Administration 
RUSSELL D. NILES. 


Succession 
THOMAS E. ATKINSON. 


Future Interests 
BERTEL M. SPARKS. 


Real and Personal Property 


ELMER M. MILLION, PHILIP MAHAN, 
HIRAM H. LESAR, RALPH E. KHARAS, 
CLYDE O. MARTZ. 


New York University Law Review; March, 1959 
Vanderbilt Hall, Washington Sq. So., New 
York City 3; $3.) 


The customary careful culling and 
analysis which have marked previous an- 
nual surveys of American Law is again 
evident here. 


Dean Niles, heading the list of dis- 
tinguished contributors, discusses recent 
developments and concepts in the crea- 
tion and administration of trust estates. 
He includes commentary on the duties 
and powers of the trustee, investments, 
and the measure of liability for breaches 
of trust. 

The summary of the law of wills by 
Professor Atkinson mentions the effect 
of adoption and the recent Kentucky 
case which held that by adopting his 
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own wife a man could put her into the 
will of his mother long since deceased. 
Although about a third of our states 
permit the adoption of one spouse by 
another, according to this study, there 
is a serious question whether such 
adopted persons would take under the 
will of a third. 

The most significant development in 
the law of future interests in 1958, Pro- 
fessor Sparks believes, was New York’s 
partial retreat from its statutory scheme 
of perpetuities inaugurated in 1830. 
Other states originally adopting that 
ill-starred experiment have already 
abandoned it. Areas where events of 
special importance have been observed 
have included reversionary interests and 
restraints on alienation. 

Dean Kharas has contributed that por- 
tion of the survey of the Law of Real 
and Personal Property which deals with 
the rights and obligations of vendors 
and purchasers; the landlord and tenant 
section was written by Professor Lesar; 
while Professor Martz is the author of 
the articles dealing with oil and gas, 
water and mineral rights; and Profes- 
sors Million and Mahan discuss adverse 
possession, bailments, finders, 
gifts, and restrictive covenants. 


fixtures, 


Private Annuities in Estate Planning 


SHELDON V. EKMAN. The Practical Lawyer, 
=” 1959 (133 S. 36th St., Philadelphia 4; 
A commercial annuity is distinguished 
from a private annuity in that the for- 
mer is an annuity contract issued for 
cash by an insurance or other company, 
the terms and cost of which are deter- 
mined by reference to generally ac- 
cepted actuarial mortality tables; while 
a non-commercial or private annuity re- 
fers generally to all other arrangements 
whereby property or cash is transferred 
in exchange for the promise of the trans- 
feree to make payments for a term cer- 
tain or for the life of the transferor. 
Estate planning aspects of the private 
annuity, as well as the income tax treat- 
ment under the 1954 code and gift and 
estate tax consequences, from the point 
of view of the transferor and transferee 
of the property are examined here. If 
used with proper knowledge of the prob- 
lems involved, private annuities are de- 
scribed as having certain utility in estate 
planning, but caution is indicated against 
schemes that are too imaginative or in- 
ventive ... at least until the tax law 
becomes more settled in this area. 


Partnership Continuation Agreements 


Harvard Law Review, May, 1959 (Cambridge, 
Mass.; $1.50) 


This note is a study of the relation- 
ship of partnership property concepts to 
partnership agreements which make pos- 
sible the continuation of a business after 
the death of one of the partners. 
















Unauthorized Practice of Law by Lay 
Organizations Providing Services 
of Attorneys 







Harvard Law Review, May, 1959 ( Cambridge, 
Mass.; $1.50.) 





Whether banks and trust companies, 
labor and trade organizations and other 
lay groups are engaged in the practice 
of the law illegally when they provide 
the services of attorneys in connection 
with their business and activities is , 
question which frequently arises. In , 
recently publicized case a Connecticut 
court held that the drafting and filing 
of probate court instruments, appear. 
ances in court and before state ani 
federal tax officials was unlawful on the 
part of a bank although such appear. 
ances and services were by bank em. 
ployees who were members of the Con- 
necticut Bar. This and other 
cases are discussed, 















similar 






Revenue Ruling 58-436 and Taxation 
of Cattle and Grain Inventories of 
Deceased Farmers 






BERNARD G. SEGATTO. Illinois Bar Jour. 
nal, March, 1959 (424 So. Second St., Spring- 
field; $1.) 







The ruling here considered holds that 
livestock and crops, harvested or un- 
harvested, which have been raised by a 
cash basis decedent and are on hand at 
his death, as well as crop shares received 
from tenants as rent for farm lands and 
held by a cash basis farmer at the time 
of his death, are items of property and 
not rights to or items of income in re- 
spect of a decedent. This holding clears 
away the doubt and confusion previous 
ly existing with respect to the taxability 
of such items. 
















Disposition of Property in Event of 
Failure of Subsequent Future In- 
terests 








EUGENE F. SCOLES. Illinois Bar Journal, 
April, 1959 (424 So. Second St., Springfield; 
$1.) 







This is an extensive discussion of Illi- 
nois cases and the Inheritance Act of 
that state under which future interests 
may fail, either for violation of the rule 
against perpetuities, the death of the 
taker before that of the testator, de 
pendency on an invalid condition, 
other reasons. 















Gifts of Co-Owned Series E Bonds 
May Be Costly 


LEON FIELDMAN. Illinois Bar Journal, April. 
1959 (424 So. Second St., Springfield; $1.) 








The author advises the cautious prac 
titioner in Illinois that gifts of co-owned 
series E. bonds’ can be made safely ™ 
that state only by re-issue or redemp- 
tion. “The income and gift tax results 
of each such proposed gift must be 
examined carefully to determine whethe! 
more tax dollars are being lost thal 
gained.” 
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An Estate PLAN For Joan D. Lone 


Panel Proposes Solutions for Business Owner 





eS Pecsonal Balance Sheet of 


John D. Long — Age 55 


Value* 
_$ 12,000 
19,000 
78,573 
45,000 
24,000 


Cash ahs 

Savings Acct.— -(Joint with wife) 
Residence— (5/7 Interest) 
Summer Residence 
ee Eee 
Personal Effects. 

(Furnishings both homes, two 

autos, sail boat, clothing, jew- 

elry, household furniture, port- 
traits, library, misc. 
Bonds 

(Series E—Payable to him or 

estate) 

(Government—Joint and sur- 

vivor) 

(Series E—In name of his ¢ or 

wife if she survives) 

Other Stocks & Bonds 

Trading Account With Stand 
es 

Majority— (1300 Shares) Stock 

In Long Mfg. Co. (He and 

brother incorporated business 

in 1940 @ $200.00 per share) 
Life Insurance 

(a) Ordinary Life (New York 
Life, to wife or issue in 
monthly instalments for ten 
years) : 

(b) Ordinary Life (Metropol- 
itan, payable to wife for life 
and: ten years certain to chil- 
dren in lump sum) 

(c) Ordinary Life (Equitable, 
to Mrs. Long at $100.00 per 
month until exhausted. 
Guaranteed rate 3%. Bal- 
ance after her death in lump 
sum to children) = 

(d) Endowment (John Han- 
cock, 2%% interest guaran- 
teed. Payable to Mrs. Long 
primary beneficiary or to is- 
sue. Payable interest option 
to Mrs, Long with right to 
withdraw up to $1000.00 
year) - 

(e) Term ‘Policy (New Eng- 

land Mutual, 15 year term 
with right to convert to or- 
dinary life. Guaranteed 
2%%. Payable lump sum to 
estate) 

(f) Group Insurance (Payable 
n lump sum to estate) 
Long Mfg. Co. Pension Plan 
(Qualified insured plan. Indi- 
vid ual retirement income poli- 
cies. Noncontributory. Vested. 
Payable to estate. Has right 
to name beneficiary 


45,000 


15,000 
12,000 


6,000 


70,000 


260,000 


30,000 


20,000 


10,000 


10,000 


10,000 
60,000 


20,000 


$747,173 


irance and bonds at face value; real estate 
rket; personal effects, business interest and 
1 plan “guestimated.” 


— 
In 
at m 


Pensix 
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FEATURE OF THE SECOND SOUTHERN 

Trust Conference in Birmingham 
last month was a four-way analysis and 
solution of the estate planning problems 
of a business owner. The panel consisted 
of J. W. Cocke, C.P.A., Jackson, Miss. ; 
Edward M. Friend, or Sirote, Permutt, 
Friend & Friedman, Birmingham; Col- 
gan Norman, C.L.U., Louisville; and 
Fitzgerald S. Parker, vice president and 
trust officer, Nashville Bank & Trust Co. 
Their comments* on the accompanying 
statement of facts follow. 


MR. COCKE: 


The problem is a reasonable presenta- 
tion of a typical case — typical in that 
we have to guess as to the value of the 
largest item our client owns. Our client, 
while just having reviewed his opera- 
tions for the past ten years, did not feel 
it of sufficient importance to present bal- 
ance sheets, and operating statements for 
an objective analysis. Three things were 
given consideration in his evaluation (1) 
net worth, (2) earnings, (3) dividend 
paying capacity. 


It is interesting to note that a case as 
recent as March was decided on these 
three points, but on a weighted average 
with two points to worth, and one point 
each for the remainder. (Bader v. U.S., 





Mary H. Long, two years her hus- 
band’s junior, has an estimated estate 
of $72,000, including $15,000 of insur- 
ance on Mr. Long’s life, and a remain- 
der interest of $150,000 in a trust ter- 
minating on her mother’s death. 


There are two children, John D, Long, 
Jr., 30, married with two children, and 
earning a salary of $12,000 with the 
company. He has $40,000 of insurance 
and a home with an equity of $18,000. 
Alice L. Strange, the daughter, is 28, 
has three children including one by a 
previous marriage. Nothing is known 
about the financial worth of her husband, 
a physician. 

Mr. Long has an income of approximate- 
ly $65,000, including $50,000 in salary 
and $10,400 in dividends on 1,300 shares 
in the Long Mfg. Co., the other 1,200 
shares being owned by his younger 
brother Will, who co-founded the com- 
pany with him in 1940. 


*Due to a death in the family Mr. Parker was 
unable to prepare his material in time for publi- 
cation in this issue. It will appear next month. 


D.C. Iil., CCH Estate Rep. 11865.) The 
most interesting thing about this case 
was that the judge arrived at a value 
higher than agreed by the estate and 
lower than contended for by the Treas- 
ury, the reason this is interesting being 
that the courts are consistent on this 
point. 

If we are to be worthy of the conno- 
tation “estate planner” we are going to 
have to do more than apply a tax rate to 
a given figure and say the estate tax will 
be “X” dollars but if you do “thus and 
so” the tax will be less. These things are 
nothing more than simple multiplication. 


In an excellent article on valuation of 
closely held corporate stock in the 
N.Y.U. Institute on Federal Taxation, 
Vol 13, p. 1143, Joseph D. Hartwig states 
that from January 1949 through July 
1954 there were 282 Tax Court cases in- 
volving deficiencies in Federal estate and 
gift taxes, and of these 68, or about 
25%, involved valuation. Of the latter, 
29 involved valuation of closely held 
stock. 


These were litigated — imagine how 
many other taxpayers who were over- 
come by “collector bargaining.” If you 
litigate you find that you and the col- 
lector are both wrong as value per court 
seems to be an arithmetical mean be- 
tween high and low. 


The Treasury rulings on this matter 
have been as follows: 


Valuation 1920-1954: 34 years of use 
of ARM 34 provided for book value 
or net worth increased by unstated 
percentage and capitalization of 
earnings for an indeterminate num- 
ber of years. 

Valuation 1954: Revenue Ruling 54-77 
says consider — 

1. Nature of business 
2. Economic outlook and value of 


“manager” 

3. Book Value of stock and financial 
condition 

4. Earning capacity 

5. Dividend paying capacity 

6. Goodwill 

7. Sales of stock and size of block 
held 

8. Market price of comparable listed 
business 


Valuation 1959: Revenue Ruling 59-60 
8. Adds “over the counter” and ex- 
pands comparative value theory 
(See Trusts and Estates April 
issue, p. 312) 
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However, these pronouncements state 
that these are offered only as a guide to 
be viewed in light of the existing facts 
and unfortunately the testator is beyond 
codicil when the facts appear. 

Mr. Long’s corporation is said to be 
worth a half million dollars. Is it? 

This is a business owned by two broth- 
ers and we can rest assured that the sal- 
ary paid is going to follow stock owner- 
ship. The business seems to be very prof- 
itable if we make the following assump- 
tions based on the recorded facts, but 
ignoring all “fringe benefits” provided 
even though they are substantial. 


Mr. Long ownes 52% and re- 


Cervee “Balery 22 $ 50,000 
Brother owns 48% and prob- 

ably receives ___ 46,000 
Son receives salary of 12,000 

Total Family salary ________. $108,000 
Dividend policy reflects pay 

out:or .........-$ 20,000 


If dividend equalled 20% of 
retained earnings latter would 
SEL 
To provide retained earnings 
of this figure and for sim- 
plification assuming 50% 
Federal Tax pre-tax earn- 
ings would approximate -$200,000 
Add Family Salary _._____. 108,000 


Earning capacity w/o man- 
ee ae $308,000 


agement salary 
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ning of joint tenancies, would provide 
that the estate pass into two trusts, 
one qualifying for the M.D., the other 
non-qualifying for the children but 
with right of withdrawal for the sup- 


eal descendants, and as each lineal de- 
scendant attains the ages of 25, 30, and 
35, respectively, amounts equal to one 
third of the then value of estate is paid 
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over to him free from trust. Trustees an- 
gually pay over or use income for bene- 
ficiary of each trust. 

2. 14 held in trust for JDLJr during 
lifetime of MHL, and paid to him out- 
right at her death. During trust, Trus- 
tees, annually, may pay over all or any 
portion of the income or principal, with- 
in their discretion, from time to time, to 
JDLJr, or MHL, or JDLJr’s lineal de- 
seendants, or JDLJr’s spouse, or accumu- 
late all or any portion of trust income to 
extent permitted by law. If JDLJr dies 
during or before establishment of trust, 
separate trusts continue during MHL’s 
lifetime and at MHL’s death are distrib- 
uted to JDLJr’s lineal descendants at 
times indicated above, but the share of 
any lineal descendant of JDLJr born 
after death of JDL vests in him at age 
21. Trustees other than MHL, are au- 
thorized to advance all or any portion 
of income or principal to MHL during 
her lifetime. JDLJr as Trustee has no 
voice in determining if any portion of 
income or corpus is paid to him. JDLJr 
is given special power of appointment to 
direct disposition of this 14 share allo- 
cated to him if he dies after trust is es- 
tablished and before its termination, 
among his lineal descendants, his spouse 
or spouses of his lineal descendants. 


' for Benefit of ALS (Daughter) 


1. 14 held in trust for ALS during her 
lifetime. At her death after the death of 
JDL, or if she dies before him, then 
separate trusts will be held for her lin- 
eal descendants and paid over to them 
at the same respective ages that the chil- 
dren of JDLJr will receive their shares. 
Trustees shall pay over net income to 
ALS at least as frequently as annually 
and, within their discretion, can advance 
all or any part of corpus, from time to 
time, to ALS. ALS has special power of 
appointment exercisable by her Will to 
dispose of this 14 among her lineal de- 
sxendants or spouses of her lineal descen- 
dants. After death of ALS, Trustees will 
pay over or use income for beneficiary 
of each trust. 

2. The other 14 is administered exact- 
ly as the 14 indicated above, provided 
however, that the Trustees may pay over 
all or any portion of the income or prin- 
cipal, within their discretion, from time 
lo time, to MHL or to ALS or to her lin- 
tal descendants or her spouse or accumu- 
late to the extent authorized by law. This 
tust will continue for the lifetime of the 
last to survive of ALS and MHL and 
will be payable to ALS’s lineal descen- 
dants at the times specified above. MHL, 
’s Trustee will have no voice in deter- 
mining if any income or principal will 
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be paid to her individually. If ALS dies 
during or before establishment of trust, 
separate trusts continue during MHL’s 
lifetime and are distributed to ALS’s lin- 
eal deescendants at times indicated, but 
the share of any lineal descendant of 
ALS born after death of JDL vests in 
him at age 21. 


MISCELLANEOUS PROVISIONS 


1. MHL, by special bequest, is be- 
queathed outright $25,000 payable in 
cash or in property of equivalent value 
(See 663(a) (1) IRC). 

2. MHL, JDLJr, and the Birmingham 
Trust National Bank are joint Executors 
and Trustees. 

3. MHL or JDLJr, after her death, 
can remove Birmingham Trust as a Trus- 
tee and substitute another corporate 
Trustee with assets at least equal to those 
of Birmingham Trust at that time. 

4. Executors and Trustees are directed 
to consider the welfare of MHL para- 
mount and welfare of Testator’s lineal 
descendants as subordinate and second- 
ary. 

5. Common disaster clause will pre- 
sume that wife survives husband. 

6. Trustees have broad discretionary 
power, but can take no action which 
would jeopardize the marital deduction 
established by the marital trust. 

7. Trustees may use discretion in di- 
viding assets into separate trusts, but so 
far as possible any stock of the Long 
Tool Company will be placed in trust 
created for JDLJr or paid over to him 
outright. 

8. All estate taxes will be paid out of 
the family trust. 

9. The residue, and not pecuniary, 
formula will be used to establish the 
marital deduction, and will take into 
consideration the property passing to 
MHL by will or otherwise. 

10. In case of dispute regarding the 
manner any stock in Long Tool will be 
voted, wishes of JDLJr will prevail. 


MR. NORMAN: 


1. Majority stockholder of corpora- 
tion sells for its present cash value $50,- 
000 face value life insurance to the 
corporation. This gives him $14,000 
cash tax-free and relieves him of $2,000 
annual net premium payments. This is 
about the amount of after-tax income 
he would have from a $6,000 raise in 
annual pay. With $50,000 tax-free death 
benefit corporation could afford a gift 
of $100,000 of income (salary continu- 
ance) to widow at no cost to future man- 
agement after 52% income tax credit. 

2. Corporation has stock dividend of 
non-voting=common stock to reduce 





book value of voting common stock to 
par. At his death corporation redeems 
for cash of $120,000 enough non-voting 
stock to give executor cash for items ap- 
proved under I.R.C. Section 303 
(funeral, administration costs, death 
taxes). Corporation buys $120,000 key- 
man indemnity insurance on president’s 
life to be sure required cash is avail- 
able when needed. His brother, owning 
49% of stock, has same need. 

3. Mr. Long uses $14,000 freed cash 
to make advance premium payments on 
policies insuring his wife which he gives 
each grandchild and could set up short 
term trust to complete payments in 10 
years. Insurance gives cash to grand- 
children io offset loss of inheritance 
from grandparents due to taxation. If 
legal guardians are appointed for grand- 
children before policies are issued so 
that there is no legal disability due to 
minority, the beneficiary of the policy 
may be the corporate trustee of the 
short term trust which pays the pre- 
minums on the policies for the grand- 
children, each of whom has an unused 
income tax exemption of about $700 a 
year. The trustee would be specifically 
authorized to buy assets from the estate 
of any member of the family, thus pro- 
viding liquidity for estate of grand- 
mother. 
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COMPENSATION — Attorneys Fees 
Payable Out of Intestate Portion of 
Estate 


California—District Court of Appeal 


Estate of Stauffer, 169 A.C.A. 406 (April 6, 
1959). 


Will gave the residue in thirds to 
Wollenberg, Snyder and Philpot. Philpot 
forfeited his legacy for fraud in pro- 
curing the will, his one-third of the resi- 
due thereby becoming intestate. Attor- 
neys rendered extraordinary services in 
recovering property for the estate for 
which they were allowed a $32,500 fee. 
The question here was whether these 
expenses should be charged against the 
estate as a whole or preferentially 
against the one-third of the residue 
which became intestate because of Phil- 
pot’s disqualification as legatee. 


HELD: Fees should be preferentially 
charged against intestate portion under 
Section 750, Cal. Probate Code, providing 
that expenses, among other things, are to 
be paid out of “that portion of the estate 
not disposed of by the will, if any.” 


DIsTRIBUTION — Adoption Bars In- 
heritance by Natural Heirs 


California—District Court of Appeal 

Estate of Dolan, 169 A.C.A. 661 (April 15, 

1959). 

Lulu Dolan, surviving her husband 
Frank, died intestate in 1956. A portion 
of the property in her estate was former- 
ly community property of herself and 
Frank and under Section 228, Probate 
Code, would pass in part to certain heirs, 
including collateral heirs of the prede- 
ceased husband, who was an adopted 
person. A sister of Frank sought to share 
in Lulu’s estate with Lulu’s sisters, who 
were her heirs. The sister’s claim was 
disallowed. 

HELD: Affirmed. Under Section 257, 
Probate Code, an adopted child is deemed 
a descendant of the adopting parent the 
same as a natural child for all purposes 
of succession by, from or through the 
adopting parent, An adopting child does 
not succeed to the estate of his natural 
parent or of a relative of the natural 
parent, “nor does any relative of the 
natural parent succeed to the estate of 
an adopted child.” After Frank’s adop 
tion, his sister was no longer related to 
him for purposes of succession, and not 
entitled to succeed to any portion of his 
estate. 
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JURISDICTION — Validity of Widow’s 
Renunciation is Dependent upon 
Prior Determination of Testator’s 
Domicile 

U. S.—Court of Appeals, District of Columbia 
Circuit 
Lipscomb v. Lipscomb, decided April 2, 1959. 


Appellees petitioned for probate of a 
will which named them as executors. 
They alleged that the testator was domi- 
ciled in the District of Columbia and that 
his widow, the appellant, had entered 
into a written agreement renouncing all 
rights to his estate. The widow’s answer 
alleged that the testator was domiciled 
in Virginia, denied that she had entered 
into a valid written renunciation and 
asked for a jury trial on the issue of 
domicile. Without deciding the question 
of domicile, the District Court found that 
appellant had renounced all rights in 
her husband’s estate, dismissed her an- 
swer and admitted the will to probate. 

HELD: Reversed. Unless the testator 
was domiciled in the District of Colum- 
bia, the District Court had no jurisdic- 
tion to probate the will and determine 
the validity of a purported agreement 
renouncing the widow’s rights in the 
estate. The issue of domicile is the first 
issue to be decided. The testator’s widow 
has standing to raise it. Her signature 
on a paper of disputed and undetermined 
validity does not affect that standing. 


SPOUSE’S RIGHTS — Election May Be 
Withdrawn After Time to Elect 
Expires 


New York—Court of Appeals 
Matter of Allan, 5 N.Y. 2d 333. 


Testator bequeathed his residuary es- 
tate in equal shares to five persons, in- 
cluding his widow, his first wife and a 
daughter of the first marriage. The 
widow elected to take her statutory share 


in lieu of the bequests under the will, 
such statutory share being over one mij. 
lion dollars and twice the amount of the 
widow’s bequests. Several months late; 
the widow served notice on the exegy. 
tors that she withdrew her election. 

It is alleged by the first wife and her 
daughter that the widow and the testa. 
tor’s executors agreed upon an arrange. 
ment to minimize the aggregate death 
taxes that would be payable by reason of 
the death of the testator and the 
eventual death of the widow: that the 
widow would elect to take her statutory 
share, thereby increasing the marital de. 
duction and reducing the death taxes at 
the testator’s death, and thereafter the 
widow would make gifts to _legatees 
other than the first wife and her daugb- 
ter. The widow’s executor contends that 
the attempted withdrawal of the elec. 
tion was made too late and, in addition, 
was obtained by duress. 


HELD: Section 18 of N. Y. Decedent 
Estate Law prescribes the time within 
which an election to take the statutory 
share must be made, but the statute is 
silent as to when such an election may 
be withdrawn. The election to take the 
statutory share decreases the interests of 
other beneficiaries, and therefore must 
be made within a certain period so that 
the executors will be on notice as to 
whom assets may be distributed. But a 
withdrawal of such election enlarges the 
interests of others, and so a time limit 
is not essential. As no adverse rights 
intervened between the election and the 
attempted withdrawal thereof, the notice 
of withdrawal was effective if voluntarily 
made. The trial court did not permit 
the widow’s executor to prove its al- 
legations that the election was with- 
drawn involuntarily; therefore, the ex- 
ecutor will be permitted to try this issue. 


SPOUSE’s RIGHTS — Election to Take 
against Insurance Denied 


Pennsylvania—Supreme Court 
Henderson Estate, 395 Pa. 215. 


Decedent died November 9, 1957. By 
reason of the tax clause, the residue, 
which was placed in trust for his wife. 
was exhausted. He also had three life 
insurance policies dated in 1920 and 
1926, two which were payable to bene- 
ficiaries other than his wife, and the 
third was payable to the trustee of an 


TS 





CONTRIBUTING LEGAL EDITORS* 


CALIFORNIA: Welter L. Nossaman—Brady, Nossaman & Walker, Los Angeles 
DELAWARE: T. C. Davis, Jr.—Resident Counsel, Bank of Delaware, Wilmington 
DIST. OF COL.: Harold A. Kertz—Attorney-at-Law, Washington 

NEBRASKA: Frank D. Williams—Cline, Williams, Wright & Johnson, Lincoln 
NEW YORK: Joseph Trachtman—Attorney-at-Law, New York City 

OKLA.: Bruce H. Johnson—Embry, Johnson, Crowe, Tolbert & Boxley, Okla. City 
PENN.: E. C. Shapley Highley—Spiegel & Highley, Philadelphia 


*This roster is published in the first issue of each volume. In other issues, reporting attorneys 4r¢ listed. 


Oe 





Trusts AND EsTATES 


unfun 
dated 
wife 
98, 1$ 
the ti 
chang 
cies. 
His 
will : 
effect 
ance 
Estat 
the r 
veyar 
who 
1956 
ance, 
wise, 
and i 
Estat 
of be 
or ot 
vocal 
tion | 
act. 
wido' 


Act, 
part 
may 
sural 
ficiat 
ment 
ance. 
and 
ciari 
that 
a Wi 
bene 
Th 
trust 
of § 
ment 
the 
ment 

















vest 
prot 
have 
and 

take 


orig’ 


tod 
cies 
beea 
erty 
his 
able 
sion 
atta 
It y 
Visic 
latu 
Orp 
of t 

















Will, 
é mil. 
of the 

later 
xecu- 


le 
id her 
testa- 
‘ange- 
death 
son of 
| the 
it the 
utory 
al de- 
ces at 
r the 
ratees 
augh- 
s that 
elec. 
lition, 


edent 
vithin 
utory 
ute is 
| may 
‘e the 
sts of 
must 
) that 
as to 
But a 
2s the 
limit 
rights 
d the 
notice 
tarily 
ermit 
S$ al- 
with- 
e ex- 
issue. 


Take 


7. By 
sidue, 
wife, 
> life 

and 
bene- 
1 the 
of an 


ity 


listed. 


rATES 





unfunded revocable trust agreement 
dated February 13, 1952 in which his 
wife was given no interest. On October 
98, 1957, he changed the beneficiaries of 
the trust and in 1952 he made the last 
change of beneficiaries in the two poli- 
cies. 

His wife elected to take against the 
will and claimed that the election was 
effective also as to the three life insur- 
ance policies. Under Section 11 of the 
Estates Act of 1947, the widow is given 
the right to elect to take against a con- 
veyance of assets by a deceased spouse 
who retains a power of revocation. In 
1956 an amendment removed life insur- 
ance, Whether payable in trust or other- 
wise, from the operation of the Section, 
and in 1956, Section 8 was inserted in the 
Estates Act stating that the designation 
of beneficiaries of life insurance in trust 
or otherwise, funded or unfunded, re- 
veable or irrevocable, with a reserva- 
tion of ownership, is not a testamentary 
act. The lower Court decided against the 
widow. 

HELD: Affirmed. Prior to the Estates 
Act, proceeds of life insurance were not 
part of a decedent’s estate. Section 11 
may be broad enough to include life in- 
surance. Here the last change of bene- 
fciary was in 1952, prior to the amend- 
ment specifically excluding life insur- 
ance. However, in light of the prior law 
and the public policy to protect benefi- 
caries of life insurance, it is decided 
that Section 11 was not intended to give 
a widow the right to take against the 
beneficiaries of the insurance. 

The life insurance payable to the 
trustee would be subject to the provisions 
of Section 11 were it not for the amend- 
ments of 1956 and 1957. By changing 
the trust agreement after those amend- 
ments were effective, decedent created 
vested interests which those amendments 
protect. Whatever rights the widow may 
have had arose only on decedent’s death 
and by that time the Legislature had 
taken away any rights she may have had 
wiginally under Section 11. 

The Orphans’ Court had jurisdiction 
to decide title to the life insurance poli- 
ties payable to the named beneficiaries 
beeause the policies were personal prop- 
tty belonging to the decedent and in 
his possession at death. The policy pay- 
able to the trustee was not in his posses- 
sin, and jurisdiction would not ordinarily 
attach until the trustee filed an account. 
It would appear from the various pro- 
Visions of the Estates Act that the legis- 
lature intended to give jurisdiction to the 
Orphans’ Court to determine the rights 
of the surviving spouse in the proceeds 
of ths insurance covered by the trust. 
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Will left small legacies to various per- 
sons and gave the residue to two sons in 
trust, providing, among other things. 
for payment to each of four daughters 
or their issue of $125,000 each in 14 
installments. It was further provided 
that these payments “shall be made out 
of principal if the net income from the 
trust estate be not sufficient therefor.” 
Testator then provided that after making 
the payments provided for his wife and 
daughter, “the trustees shall currently 
distribute the remaining net income of 
the trust estate to my two sons ***,” 

The daughters appealed from a decree 
charging their respective legacies with 
their proportion of the federal estate 
tax and California inheritance tax. 

HELD: Reversed. Probate Code, Sec- 
tions 970 ff., require the federal estate 
tax be prorated among the persons re- 
ceiving the taxable estate unless the wili 
provides otherwise. Here the primary lia- 
bility for payment of the legacies was 
on income of the trust, not on principal. 
Further, it appeared that due to an 
increase of some $800,000 in the value of 
the estate during probate, the legacies 
so far as payable out of principal might 
all be paid out of property which was 
not part of the gross estate for federal 
tax purposes. 


California inheritance tax was pay- 
able out of principal of the trust under 
Section 14124, Revenue and Taxation 
Code, providing that taxes on estates for 
life, etc., are paid out of corpus. 


WILLS — Construction — Effective 
Date of Reverter 


Oklahoma—Supreme Court 
Smith v. Smith, 336 P. 2d 355. 


Testator, by holographic will, left all 
of his property to his widow and to the 
contestants herein, two of his children, 
“subject to charges hereby and herein- 
after made” followed by gifts of 1/6th 
of the net income from the property to 
each of two other children for life, 
further followed by a provision that 
upon the death of the life income bene- 
ficiaries “such sixth interest” shall re- 
vert to the surviving members of the 


testator’s family, if any, otherwise to 
his nearest blood relations. 

Contestants argued that the entire 
estate vested in themselves and_ the 
widow subject only to the charge in 
favor of the life income beneficiaries, 
since the reverter clause was only in- 
tended to be effective in the event the 
income beneficiaries predeceased the 
testator, which did not occur. 

HELD: The reverter clause created 
a remainder in 2/6ths of the fee. The 
testator was contemplating that all mem- 
bers of his family might be dead at the 
time in question, whether at the time of 
hie death or at the time of the death of 
the income beneficiaries. As to which of 
the two times testator meant, it was 
extremely unlikely that the testator con- 
templated the possibility that all five 
members of his family might predecease 
him, considering that the ages of the 
beneficiaries ranged from 18 to 58. Also, 
there was no reason to assume he would 
guard against such contingency as to 
2/6ths of the income for life, yet fail to 
do so as to the balance of the estate 
devised to the widow and contestants. 
Furthermore, testator attempted to make 
a specific gift over of something, and 
not necessarily to contestants, since he 
provided that if no members of the fam- 
ily survived, such 1/6th interest should 
“revert to my nearest blood relations.” 
This holding was further supported by 
the argument that to hold that the re- 
mainder was an income interest, would 
violate the Oklahoma statute on per- 
petuities. 

As to the time for distribution, con- 
testants urged immediate distribution, 
whereas the life tenants wished the 
court to retain the property in admini- 
stration to protect them. It was held that 
distribution was required since debts 
had been paid and the estate settled. Al- 
though the will mentioned no trust, con- 
testants and the widow (not the execu- 
tor) took title as trustees, and testator’s 
request that the estate be managed as 
a whole so long as possible could not 
extend the jurisdiction of the country 
(probate) court. The district court hav- 
ing jurisdiction of trusts could protect 
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the life tenants and contingent benefi- 
ciaries. 


WILLs — Construction — “Heirs” of 
Testamentary Life Tenant Held 
Not to Include Widow 


Delaware—Supreme Court 
Myers v. Bank of Delaware, 149 A. 2d 745. 


Testatrix gave her residuary estate to 
defendant to pay over the net income 
therefrom to each of three life tenants 
(a wife of a nephew and two great 
nephews) in equal thirds with successive 
survivorship provisions so that all of the 
income would be paid to the sole sur- 
vivor. The will anticipated the order of 
deaths (the wife of the nephew died 
first) and then provided “upon the death 
of my said great nephews and the sur- 
vivor thereof, then all of said property 
remaining in the possession of the said 
Trustee shall be conveyed, transferred 
and paid to the heirs then living of the 
said two great nephews.” 

The first of the great nephews to die 
left numerous descendants surviving 
him; the other was survived only by 
his widow. She argued that she was the 
“heir” of her husband and therefore 
entitled to a share in the residue of the 
trust estate. The Court of Chancery 
ruled that the widow was not an heir 
within the meaning of that term as em- 
ployed by testatrix in her will. 

HELD: Affirmed. There was no lan- 
guage in the will which would indicate 
that the testatrix intended to include 
the widow as the “heir” of her deceased 
husband. The words “heirs then living 
of the two great nephews” were, there- 
fore, subject to interpretation by appli- 
cation of their legal definition. Common 
law precedent clearly indicates that these 
words, in the absence of contrary lan- 
guage in the testamentary instrument, 
relate to blood relatives and not to a 
spouse. 

The appellant’s contention that statu- 
tory rules of descent should apply was 
dismissed on the ground that their only 
proper application is in the estate of a 
deceased spouse, not in the estate of an 
ancestor. 





WILLs — Construction — Per Capita 
Distribution of Remainder 


Pennsylvania—Supreme Court 
Campbell Estate, 150 A. 2d 333. 


Testatrix left the residue of her estate 
in trust for named persons for life. Af- 
ter the death of any one or all of the 
life tenants, the share of the one dying 
was to go to the children of Edith (a 
life tenant), to William, (son of a life 
tenant), and to Elizabeth and their heirs 
and assigns, share and share alike. The 
children of Edith numbered nine. One 
of the life tenants died in 1956. The 
lower Court distributed the principal 
of that share per capita, nine shares 
going to Edith’s children and one share 
each to William and Elizabeth. William 
and Elizabeth, contending for a per 
stirpes distribution whereby they would 
have each received one-third, appealed. 

HELD: Affirmed. The law prefers a 
per capita division when nothing else 
appears. All of the takers here are in 
the same degree of relationship to testa- 
trix and to each other but are related 
to her only by affinity, being relatives 
of her deceased husband. These remain- 
ders were given to the children of the 
two life tenants who had children, plus 
Elizabeth, whose parent predeceased 
testatrix. It is not reasonable that the 
shares of the two life tenants who had 
no children should descend three ways 
instead of eleven. It is of no significance 
that testatrix did not labor to name all 
of Edith’s nine children; it was short- 
hand to refer to them as her children. 


WILLs — Construction — To Whom 
Did “Except” Clause Apply? 


Pennsylvania—Supreme Court 
Ackerman Estate, 149 A. 2d 462. 


In a holographic will made in 1944, 
the testator, an unmarried man, provided 
“*** everything excepted Two Thousand 
Dollars should go to Helen Schmeig the 
rest to the Ackerman Trust Estate.” 
Helen Schmeig was his nurse at the 
time, whom he married in 1957, six 
months before he died. The Ackerman 
Trust was an inter vivos trust created 
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by testator, of which testator, his mothe 
and three brothers and sister were bene. 
ficiaries. The estate was about $45,000, 
The lower Court construed the wil] as 
meaning everything to Helen except 
$2,000 to the Ackerman Trust. The 
brothers and sister appealed. 


HELD: Reversed. The proper con. 
struction is everything to the Trust ex. 
cept $2,000 should go to Helen. The cop. 
struction of the lower Court renders the 
phrase “the rest” redundant and super- 
fluous. The paucity of language and 
economy of expression indicate that 
every word was to count. A comma 
should be placed after “everything” and 
one after “Helen Schmeig.” Moreover, 
important as Helen’s nursing was, there 
is nothing to indicate that testator then 
felt he should give her all of the wealth 
he then owned and might later require 
or that he felt then romantically inclined 
toward her. 


NOTE: By Section 7-(3) of the Wills 
Act of 1947, the marriage revoked the 
will as to the widow, thus entitling her 
to her intestate share of the estate. 








WILLS — Construction — Trust for 
Relatives Valid 


Nebraska—Supreme Court 
Applegate v. Brown, 95 N.W. 2d 341. 


Property was bequeathed to two sisters 
of testator in trust, with directions to 
sell and hold the proceeds in trust “for 
the use, benefit, comfort and maintenance 
of my nieces and nephews and such 
others of my relatives as may in the dis- 
cretion of my said sisters warrant and 
require financial aid and assistance.” 
The trial court held the trust failed be- 
cause it was “generally indefinite in its 
terms and failed sufficiently to identify 
the beneficiaries thereof.” 

HELD: Reversed. Beneficiaries in- 
cluded the mother, brothers and sisters 
and nieces and nephews living at the 
death of testator. Nieces and nephews 
were by will placed in the same class as 
all the relatives, and not in a class to 
which the trustees’ discretion did not 
apply. Upon the death of the last of 
the beneficiaries, any money remaining 
passes as intestate property to heirs of 
testator, since there was no disposition 
thereof by will. 


WILLs — Joint and Mutual Will — 
Effectiveness as Contract 


California—District Court of Appeal 


Van Houten v. Whitaker, 169 A.C.A. 522 


(April 10, 1959). 

Leon and Clara Haydock in 1950 eX 
ecuted a document entitled Joint Will 
which was never revoked, The will pro 
vided in Paragraph Second, that Leon 
willed all his property to Clara if she 
survived him, with the provision that 
on her death any of his property still 
held by her should go to certain of 
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[eon’s named relatives, Paragraph Third 
provided that Clara left all her estate 
tp Leon, with the provision that any 
B portion of her estate remaining in his 
hands at death should go to certain of 
her named relatives. The fifth paragraph 
provided that on the death of the sur- 
yvor of the two, the estate should be 
con-B ivided in half, one-half going to named 
st €X-B slatives of Leon, the other to named 









> COn-@ Jatives of Clara. 

'S the . 

uper- All property stood in the names of 
andtie Spouses as joint tenants. Leon died 


that shortly after the will was executed. The 
joint will was admitted to probate, but 
the property, with exception of one 
small parcel, passed to Clara pursuant 
tothe joint tenancy. In 1956 Clara ex- 
euted a will leaving most of her proper- 
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bm tyto persons other than those who would 
quire have been entitled under the joint will. 
‘lined In this action to impress a trust upon 
the property so disposed of by Clara, 
Will judgment was entered for plaintiffs. 
1 io HELD: Affirmed. A joint and mutual 
» her Will is one executed jointly by two or 
: more persons, the provisions of which 
are reciprocal, showing on its face that 
the devises are made one in consideration 
t for of the other. The contracting party who 
survives is estopped from making any 
other or different disposition of the 
L. property than that provided for in the 
vars will, at least where he avails himself of 
the provisions of decedent’s will in his 
ns to a 
“for gO favor and accepts substantial bene- 
we fits under it. The will complies with the 
aes requirements of the statute of frauds 
i that a contract to make a will must be 
and |" writing. 
nee.” § NOTE: The opinion makes clear that 
d be- § a joint will is not necessarily a joint and 
n its § mutual will, the latter being a will that 
ntify }conforms to the requirements stated 
above. 
| in- 
sters A AA 
the He In this golden anniversary year of 
hews 9 Midland National Bank of Minneapolis, 
SS aS Bits trust department is still administer- 
88 10 Bing an account begun in 1919, one year 
“ alter the department was established. 
st Of 7 Among the unusual assets that have re- 
nn B quired the ingenuity of the trust officers 
's of was the inventory of a pawn shop. As- 
10M Hts under administration have grown 
t0 more than $33,000,00 managed in 
some 340 accounts for some 1,000 bene- 
1 — | fciaries by five officers and a staff of 
eighteen. 
A AA 
522 
® Ha ris Trust and Savings Bank was 
) ex- J 8lven ‘he grand award for the outstand- 
Will } 8g billboard advertising campaign pro- 
pro- dueec in Chicago during the past year 
Leon J th: recent annual awards dinner of 
she [the Chicago Federated Advertising Club. 
that | Harr’; Bank has won a first place award 
still NM Various advertising categories at the 
, of dinner in five out of the last six years. 
ates | JUNE 1959 








LEGISLATION 
(Continued from page 626) 


in savings and loan associations, and for 
payment to beneficiary of accounts 
opened in name of trustee who dies; also 
makes association shares legal for fidu- 
ciary investment. 


KANSAS 


H.B. 488: Repeals Sec. 59-303 which 
sought to give Kansas courts exclusive 
jurisdiction over devolution of property 
of Kansas decedents and appointment of 
executor of administrator (statute de- 
clared unconstitutional in 1957 by Kan- 
sas Supreme Court in Matter of Delano). 


MAINE 


Ch. 154: Adopts Uniform Gifts to 


Minors Act. 


MARYLAND 


Ch. 612: Permits bequests not only to 
trustee of inter vivos trust but also to 
trustee of testamentary trust under an- 
other valid will or codicil; in addition to 
pattern of other 1959 laws of this nature 
(see Montana and Washington*) this 
statute provides that termination of trust 
other than by revocation, in accordance 
with its terms or exhaustion or operation 
of law, shall not invalidate bequest; act 
further declares that it is not to be con- 
strued as casting doubt on validity of 
bequest of testator who died before ef- 
fective date of act or of bequest not 
coming within provisions of new law. 


MINNESOTA 


Ch. 481: Amends Uniform Gifts to 
Minors Act to permit deposit in savings, 
building and loan association; also 
amends Sec. 51.29 to dispense with re- 
quirement of court order for fiduciary in- 
vestment in shares of such associations. 


NEBRASKA 


L.B. 577: Permits commercial banks to 
conduct trust business upon issuance 
of authority by Director of Banking. 
(Formerly, trust business was limited to 
trust companies and national banks.) 


*May issue, p. 515. 





NEw Mexico 


Ch. 172: Adopts Uniform Simultan- 
eous Death Act. 


NoRTH CAROLINA 


H.B. 530: Amends Sec. 28-68 to in- 
crease aggregate amount of debts which 
may be paid to clerk of court from $500 
to $1,000 but only in case of Burke 
County. 


NorTH DAKOTA 


H.B. 558: Authorizes executor, ad- 
ministrator or guardian to obtain, with- 
out court order, loan upon harvested 
cereal crop from federal government or 
any institution guaranteed thereby. 


RHODE ISLAND 


S.B. 212: Permits bequest to inter 
vivos trust under same general terms as 
embraced by similar statutes reported 
for Montana and Washington. 


TEXAS 


S.B. 55 and H.B. 70: Make obligations 
of San Antonio River Authority and 
Amarillo Hospital District legal for fi- 
duciary investment. 


UTAH 


Ch. 13: Makes obligations of Federal 
Land Banks, Intermediate Credit Banks 
and Banks for Cooperatives legal for 
fiduciary investment. 

H.B. 277: Establishes basis for ex- 
ecutor’s determination and distribution 
of net probate income among legatees 
and trustees of trusts both general and 
residuary. 

A ke 
UNWITNESSED WILL SET ASIDE 

The handwritten will of the late Max- 
well Anderson, twice widowed play- 
wright, leaving his entire estate to his 
third wife, was thrown out by the court 
because it was not witnessed as required 
by Connecticut law. The court declared 
that Mr. Anderson died intestate and 
under Connecticut’s intestacy law the 
estate should be divided one third to 
the widow and two-thirds among the 
four children of the two former mar- 
riages. 
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- & TRUST COMPANY OF FAIRFIELD COUNTY 


TRUST DEPARIMENT 


STAMFORD: One Atlantic Street 


GREENWICH: 240 Greenwich Avenue 


Covering Greenwich, Byram, Cos Cob, Riverside, Old Greenwich, 
Stamford, Glenbrook, Darien, Wilton, New Canaan and neighboring 
Fairfield County, Connecticut, communities 


MEMBER FEDERAL RESERVE SYSTEM 


+ FEDERAL DEPOSIT INSURANCE CORPORATION 
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First Trust Panel at 
Banking Conference e INDEX TO ADVERTISERS ° 
Four papers on trust subjects were 
pop J BANKS & TRUST COMPANIES PENNSYLVANIA 
presented by members of a panel before Philadelphia 
300 bankers at the 20th Annual Banking aoa a ALABAMA Fidelity-Philadelphia Trust Co. 0... 606 
irmingham First Pennsylvania Banking & Trust Co. 614 
Conference held at the State College, Birmingham Trust National Bank 536 Girard Trust Corn Exchange Bank ............ 583 
Pullman, Wash. This was the first time Mobile Provident Tradesmens Bank & Trust Co. 633 
a trust panel had been included at the  picst National Bank ................. , 619 Reading 
Conference where delegates assembled Merchants National Bank ....... ; ...---612 Berks Title Insurance Co. ...................... ..630 
from Montana, Idaho, Washington and iit ARIZONA Provia RHODE ISLAND 
rovidence 
Oregon. First National Bank of Arizona eo Industrial National Bank ..... 615 
° Nati I ea a aa og Stead : 
“The Economic Phase of Trust De- Vey National Ban SOUTH CAROLINA 
partments in Banking” was presented by | Sr Charleston 
ener a 1g ‘ . San Francisco Citizens & Southern National Bank 613 
William G. Bieri, vice president and trust Bank of America N.T.&S.A. ee TENNESSEE 
: - i _ eRe x 
officer, Washington Trust Bank, Spokane. “'°*¥er-Ansio. National Ban Ch 
cop 7 : . CONNECTICUT — 
The Value of the Trust Department in Hartford American National Bank & Trust Co. 595 
the Bank’s Customer Relations” was dis- fyartford National Bank & Trust Co. _s564 Memphis 
i j ; First National Bank ................. 624 
cussed by Lorne L. Miller, vice president Stamford Union Planters National Bank .. 632 
and trust officer, Portland Trust Bank. National Bank & Trust Company of TEXAS 
‘“ : : : FPanrneld County. .-<-:.......-:..<........ ..641 - 
Cost and Risk Factors in Relation to DELAWARE Dallas 
” First National Bank ......... ..616 
Trust Profits” was handled by James H.  witmington Republic National Bank "640 
Dion, vice president and trust officer, Bank of Delaware (cnn leh al incelll 594 Fort Worth 
. ‘ Wilmingt 1 ip a ‘ 
Union Bank & Trust Co., Helena. Finally, “82 NS" ~° First National Bank 631 
. DISTRICT OF COLUMBIA 
Donald Pelton, assistant professor of Washingt Houston 
. eas : : ashington First City National Bank ._.... 549 
business administration, Washington Atsinns Senate % tren Cn... 00 <aaubeaa 
State College, Pullman, talked on “Pen- Riges National Bank ............... --609 — 
sion and Profit-Sharing Trusts.” a FLORIDA First National Trust & Savings Bank 543 
. . . nedain 
The subjects chosen were intentionally pee Sata Mak, 541 Norfolk 
general since the audience consisted of yijami eS ee Be 
commercial banking officers, most of First National Bank . 624 pe ond 
whom had no experience in the trust Tampa First & Merchants National Bank... SH 
° : i State-Plant Bank of C & t 
business. Some, however, were consider- Exchange National Bank ........ 601 in e *y ers Bank of Commerce rusts 
j i GEORGIA oanoke 
ing the establishment of trust depart- Pane “ Diack ‘Wictlniesli Menitinininn Dal 6a 
ments in their own institutions. The four pi, Rational Breil acca e acces _548 BAHAMAS 
fifteen-minute papers were followed by a Fulton National Bank —-...-...-----.------- “618 Nassau 
. . Seat Company of Gongs .............. a> Sack of Move ratia Tek Co, 144. 607 
question-and-answer period. ILLINOIS 
Chicago OTHER SERVICES 
Chicago Title & Trust Co. ....... aebaresnaan see --540 Appraisers & Buyers 
City National Bank & Trust Co. ...................... oe American Appraisal Co. ........ 596 
First National Bank .............. Russe anennner eae Parke-Bernet Galleries, Inc. __... ee 
Bi IOWA Appraisers & Buyers—Coins 
Des Moines GEE ELS TO OPA OE .630 
I -Des Moines Nati 1 Bank . 611 n ” - 
iii iinltan 8 = nn Corporation & Financial Notices 
_ KENTUCKY Allegheny Ludlum Steel Corp. 553 
Louisville Mitek Moen: «occ. a = 
Citizens Fidelity Bank & Trust Co. 547 a meg Pe —. S "562 
MARYLAND Goodyear Tire & Rubber Co. ......... if i 
* ennecott Copper Corp: ................--.----.--+ 
Baltimore ee ae 
Fidelity-Baltimore National Bank ...602 Middle South Utilities, Inc. .. oie a 
Public Service Electric & Gas Co. a 
MASSACHUSETTS Pullman Incorporated ............ : 562 
Boston Southern California Edison Co. .. ws | 
Zengemes Core. ..:.......:-..... = eeseeet 
Old Colcny Trust Co. ..3rd Cover Texas Gulf Sulphur er ee ae se 
Cambridge oS hh: einen onee , ma 
Utah Power & Light Co. ........ 
Harvard Trust Co. =e --636 West Penn Electric = eens sed — . 
Yale & Towne Manufacturing Co. 
MISSISSIPPI. 
Hotels 
ae Fifth Avenue Hotel 590 
Deposit Guaranty Bank & Trust Co. ................535 
Past teaGomel Bank ............................. cosnuaciatee Insurance 
= MISSOURI Connecticut “Ve Life sth Cow 
A e Py i I Esa cehocedacuee 4 
Hubert, the Harris Lion, with five of the = —_ a m ‘ a i 
ci . . ercantile Trust Co. .......... PRCT, ee DEERE te 591 nvestment 
models who participated in the Grant Hos- Mercantile Trust Co. — i a — 566 
pital Spring Benefit Luncheon and Style ee a 560 
EVADA First Boston Corp. ......... Meee "365 
Show in May. Some 1,300 guests attended the N Halsey, Stuart & Co., Inc. 0. : 
affair, which was sponsored by Harris Trust Reno Kidder, Peabody & Co. ............--... oa 
& Savings Bank, Chicago, and brought in First National Bank of Nevada 618 Lord, p Pasay: Ray ga Inc. .......-------- "586 
$22,735 for Grant Hospital. Between the NEW YORK W. Pressprich & Go. _.........cccccco-------0= * 
press luncheon opening the campaign and New York seni, SE eee i361 
the final event Hubert toured Chicago in a ! Studley, Shupert Trust Investment Councl’ 25, 
J led Me it Brown Brothers Harriman & Co. ...................... 573 Thomson & McKinnon ............--------- ay 
aguar, growled at the lions in Lincoln Chase Manhattan Bank ...........--........-.... 2nd Cover Vance, Sanders & Co. ........0.------- “384 
Park Zoo and visited hospital children’s United States Trust Co. 0000000000... 529 William Street Sales, Inc. ......... - 
wards, giving away Lincoln pennies. Fifty Watertown Publishers 
hospitals participated in the city-wide pro- Northern New York Trust Co. .......................... 628 Lofit Publications, Inc. .................- af 
gram. — 
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What he’s starting, you'll be glad to finish 


NoT ONLY BECAUSE of what he’s starting, but 
how ...it’s the hours of fact-finding and study 
behind the Connecticut General man’s notes 
that makes them valuable to you as a lawyer 
and to your client. 


You'll be surprised at the scope of the material 
the CG man gathers. Every asset of your client 
is included. Is it working toward the kind of 
future your client is planning for? If not, the 
CG man has a thoughtful recommendation for 
more productive use. 


All the background work has been done by the 


CG man...an important saving of your time! 
With the facts revealed, you will be able to 
give your client more rapidly the full benefit 
of your analysis and counsel. 


Quite probably this first meeting will prove so 
profitable for you and your client, you’ll come 
to regard the CG man as a welcome associate 
from his first visit on. 


Connecticut General Life Insurance Company, 
Hartford 
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